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The a-b-c of the Postage Meter— 


a) Adjustable levers are set for any required 
postage denomination, from one-half cent 
to $9.99, or from 1¢ to $99.99 


b) Indicates postage denomination selected, 
before printing 


c) Shows total amount of unused postage 
on hand 


d) Shows total amount of postage used 
e) Shows number of pieces mailed 


f) Contains the die that prints meter stamp, 
dated postmark, and advertising slogan 


FREE—a POSTAGE COMPUTER, pocket size, “slide 
rule” type. Easy to use, invaluable. Shows in- 
stantly postage costs for all classes of mail; parcel 
post all zones up to 24 lbs.; with digest of impor- 
tant postal information. Write to address below. 
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Get a a in your own office, on your own mail! FQ) Call our nearest office... 


THE POSTAGE METER CO. 1526 Pacific Street, Stamford, Conn. 


Branches in principal cities . . . Consult your telephone directory. IN CANADA: The Canadian Postage Meters & Machines Co., Ltd. 
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The Savings Problem 


Sirs: The July issue of The Burroughs 
Clearing House is on my desk clamoring 
for me to write you about the leading 
article, ‘““The Savings Problem,” by Harry 
V. Odle. 

Your quotation from Dr. Burgess hits 
the nail right on the head. Possibly too 
much emphasis is being put upon the 
smallness of the rate which banks pay on 
savings deposits. The president of a 
savings bank recently, in thinking out 
loud, asked the questions: What will a 
savings banker do when his savings depart- 
ment can earn a good deal more than the 
banking authorities will allow him to pay 
his depositors? Must the maximum rate 
always be conditioned to the poorest 
earner in the bank group? 

Your article will, I am sure, have a 
wide reading. Your mention of Messrs. 
Burgess, White, Driscoll, Evans, Benson, 
and Bussing is just like calling a roll of 
my friends. 

W. Espey ALBi1G, Secretary, 

Savings Division, The American 
Bankers Association, 
New York, N. Y. 
* a + 


Renting Safe Deposit Boxes 


Sirs: Safe deposit box rentals were 
discussed in your May number by Gordon 
D. Cates, and in your July number by 
DeWitt Hubbell. May I add the following 
suggestions? I think they should bring 
increased revenues from rentals through 
the co-operation of department heads in 
large banks and through the close super- 
vision of all available leads by the managers 
of branch banks: 

1. In opening new checking or savings 
accounts where initial deposits consist of 
large amounts or include dividend checks 
or coupons, suggest a safe deposit box 
immediately. 

2. Check commercial account ledgers 
or average balance records for consistent 
increases periodically. Investment, insur- 
ance and real estate transactions may be 
indicated by substantial withdrawals. 

3. Suggest that tellers at checking and 
savings account windows make notes of 
accounts that show deposits of coupons, 
dividend checks and sales of property. 

1. Suggest that loaning officers. note 
new loans to non-depositors on a collateral 
basis. 

.. Coupon departments and collection 
departments can suggest the service to 
new customers, or give their names to the 
new business department. 

6. The sale of travelers’ checks is an 
occasion to suggest the rental of a box for 
jewelry and valuable papers. 

7. Leads can also be obtained from the 
safe deposit department’s own records, by 
determining what type of people use the 
department most. For example, this branch 
bank is located in an uptown residential 
seclion, two blocks from one of the city’s 
largest hospitals. Adjoining are two office 
buildings, almost entirely occupied by 
medical men and women. Twenty-five 
per cent of our safe deposit box rentals are 
by doctors, and 46 per cent are by women 
whose incomes are received, in whole or 
in part, from securities or rented property. 

New business from these sources is 
dependent on a certain amount of time 
and the co-operation of department heads, 
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slus salesmanship in selling the deposit 
0X idea. 
ANNA G. Rousse, Manager, 
St. Charles Avenue Branch, 
The Hibernia National Bank 
in New Orelans, 
New Orleans, Louisiana 


° ° * 


Community Leadership 


Sirs: It has been our pleasure to read 
in The Burroughs Clearing House from 
time to time, in addition to the valuable 
articles, the items from various banks. 

Just having co-operated in an Orange 
Week, in which all the business houses of 
the community took part to stimulate the 
consumption of orange juice, we are 
sending photographs of our display. Our 
county is the home of the Valencia orange, 
which ripens during the summer months 
and holds practically its own market. 
Production in the past has been somewhat 
less than demand, and there was practically 
no local consumption. Now, we are pro- 
moting home consumption. 

Our bank has been in business in this 
community for fifty-three years. It is 
the oldest and largest independent bank 
in Orange County. In the past we have 
co-operated with rural as well as metro- 
politan areas in building what we believe 
to be one of the finest communities of its 
kind in the world. 

Our county, while being a leader in the 
citrus industry is among the leaders in 
various kinds of field crops of which lima 
beans predominate. We also have several 
large and productive oil fields. The county 
extends from the coast to the foothills, 
with Santa Ana in its center. Santa Ana 
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Orange Week at the First National Bank in Santa Ana, California 


has a population of about 37,000 but is a 
trading center for at least 100,000. 
H. L. Hanson, Assistant Cashier, 
First National Bank in Santa Ana, 
Santa Ana, California 
> + » 


Still Working at 96 


Strs: A recent issue of your magazine 
told about the 93-year-old bank president 
of Boulder, Colorado, who is still actively 
engaged in business. 











banking transactions. 











OUR 104th YEAR 


Entering our second century, 
The National Shawmut Bank 
looks forward to new opportuni- 
ties for service. Long an integral 
part of New England’s economic 
life, we provide complete facili- 


ties for handling all types of 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET -~ 


Member Federal Deposit Insurance Corporation 
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Please permit me to report a similar 
case. Mr. J. P. Fair, chairman of the 
board of our bank, was 96 years old 
June 15th. He spends the full time at the 
bank every day at his desk from 8:30 in the 
morning to 5 o’clock at night. He is hale 
and hearty, and walks about at a pretty 
lively gait. Up to a year ago he kept a 
Jersey cow that he cared for and milked 
morning and night. 

The people of this community marvel 
at his vitality and active mind. He is a 
wonderful grandfather. 

F. R. Farr, President, 

First National Bank in Mankato, 
Mankato, Kansas 
. © . 


Director Clutchbill 


Strs: We have read your Director 
Clutchbill stories for many years, always 
with much interest. We appreciate the 
homely philosophy and the interesting 
manner in which these stories are told. 

BERNIE HERsSTEIN, Cashier, 

The Idabel National Bank, 
Idabel, Oklahoma 


* ° + 


Copies for Treasurers 


Sirs: To get The Burroughs Clearing 
House each month will be going back to 
old times. My first job was as a clerk in 
a small bank. When the other fellows 
were through with The Burroughs Clearing 
House I used to pick it up and take it 
home. It has been better than 20 years 
since I last saw a copy, and I shall cer- 
tainly welcome it like an old friend. 


P. G. SCHUMACHER, Treasurer, 
Larrowe Buckwheat Flour Corporation, 
Cohocton, New York 


¢ ¢ e 


Northwest Public Relations 


Sirs: The fine article appearing in the 
July number of The Burroughs Clearing 
House under the title “Public Relations in 
the Northwest,” will be of great interest 
to our banks and will inspire even greater 
interest in our public relations work. This 
article gives an excellent picture of some 
of the work being done by our bankers 10 
an effort to create a better public under- 
standing of banking problems. 

Hans C. Prunp, Secretary 

Oregon Bankers Association, 
Portland, Oregon 
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In the TREND of BANKING 














Poll Reveals Depositors Favor 
Saturday Closing 


An interesting poll of public opinion was 
conducted during the month of July by The 
™ iyside National Bank, Queens Borough, 

New York City, in which over 97 per cent 
of the depositors participating approved 
of banks not being open for business on 

Saturdays during July and August. 

The ballots which read “Are you in 
favor of full Saturday holidays for bank 
employees during July and August” were 
available at all public writing desks on 
The Bayside National’s banking floor, and 
a ballot box stood at the door entrance. 
All voting was on an entirely voluntary 
basis. 

This democratic method of sampling 
depositor opinion might be used, it would 
seem, in assisting bank managements to 
determine other policies of similar public 
interest. 

. > * 


Banks Contribute to Museum 
of Old New York 

Past and present of American finance, 
commerce and industry are displayed in 
the Museum of Old New York, lately 
opened in the former United States Sub- 
Treasury Building at Wall and Broad 
Streets, New York City. The museum 
has been started in the basement rotunda, 
to which the public is admitted free of 
charge. Banks and other large financial 


Exhibits in Museum of Old New York. Top left, signing of agreement establishing New York Stock Exchange ; 


institutions have made extensive contri- 
butions or loans of their cherished historic 
treasures. 

The Chase National Bank has trans- 
ferred to the museum a part of its 50,000 
specimen collection of Moneys of the 
World. The National City Bank con- 
tributed its extensive collection of Silver 
Dollars of the World and also a large 
antique steel money chest, father of 
combination safes and time lock vaults. 

The Bank of New York has entrusted 
to the museum documents and ledgers of 
the days when it had only lately been 
founded by Alexander Hamilton. An 
illuminated diorama showing highlights 
in banking since 1839, including a scene at 
the Battery when Castle Garden was a 
fashionable amusement resort, has been 
installed by the Guaranty Trust Company. 
The Seamen’s Bank for Savings has fur- 
nished a picturesque group of old-time 
toy banks. 

Many other contributions have been 
made by public and private donors, and 
the visitor could well spend a full day in 
viewing and studying the exhibits already 
gathered in the Museum of Old New York. 


¢ « 


Conventions Loom for Many 
Financial Associations 

This is the busy season for bank con- 
ventions. Following are some of the 
meetings to which delegates from all sec- 
tions of the country will flock for infor- 


mation and inspiration during the next 
few weeks: 


Financial Advertisers Association 


Not only is the 24th annual meeting of 
the Financial Advertisers Association to 
be held September 11-14 in Toronto, 
Canada, unique in that it is the first to be 
held on Canadian soil, but also because of 
the program innovations that are planned. 

Morning sessions of the convention will 
feature dramatizations emphasizing public 
relations problems in the 25-year career of 
a hypothetical financial institution, from 
its day of opening to the celebration of its 
25th anniversary. 

Afternoons will be devoted to forum 
sessions conducted by _ trust, savings, 
investment and commercial departmentals, 
and attention will be given to the various 
media and sales problems in financial 
advertising and public relations. 

The best in current financial advertising 
will be on display. Exhibit Committee 
Chairman Richard Wells, of the State- 
Planters Bank & Trust Company, Rich- 
mond, Va., expects the exhibit to contain 
several hundred panel boards containing 
examples from every medium including 
newspapers, magazines, direct mail, radio, 
posters, outdoor, car cards, booklets and 
folders. 

Stephen H. Fifield, vice-president, of the 
association and assistant vice-president of 
the Barnett National Bank of Jackson- 
ville, Florida, is program chairman, while 
G. Lorne Spry, advertising manager of 


top right 


historic illuminated diorama from Guaranty Trust Company ; center, home of the Museum; lower left, money collection of 
Chase National Bank; lower right, old bank money chest owned by National City Bank of New York 
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Modernized commercial lobby of Merchants National Bank of Mobile, Alabama 


The Canada Trust Co., London, Ontario, 
is general chairman of the convention. 


United States Building and Loan League 


A record attendance of close to 2,000 is 
expected at the 47th annual convention 
of the United States Building and Loan 
League at Atlantic City, September 27-29. 

General sessions of the I League conven- 
tion will be addressed by business leaders 
from outside the ranks of building and loan 
as well as by outstanding personalities in 
the associations. 

The first morning the convention will 








ACCOUNT 
MANAGEMENT 


Based Upon Supply vs. Demand 


Our management directly or indirectly 
through banks extends to accounts 
throughout the United States within the 
following four classes: 


Investment accounts upwards of 
$100,000, for protection of capital 
and income; 


Combined Investment and Trading 
accounts, upwards of $25,000 for 
price appreciation and income; 


Trading accounts ranging from 
$10,000 to $100,000, for price appreci- 
ation from consistent activity, and; 


For the larger custodian accounts, 
funds are proportioned to involve 
and to benefit from diversity of the 
above three classes. 


No change of present brokerage or banking 
connections is necessary. Funds remain 
in client's name. Merit basis of manage- 
ment compensation. 


Write for Bulletin C-22 


H.W. CHASE & COMPANY Inc. 


INVESTMENT MANAGERS 
110 East 42nd Street 





New York, N.Y. | 


| 


be addressed by the President, Clarence 
T. Rice of Kansas City, Kansas. There 
will also be the first public announcement 
of 1939 statistics of the entire industry 
from H. F. Cellarius, Cincinnati, veteran 
secretary-treasurer, who will be discharg- 
ing this responsibility for the 43rd con- 
secutive year. Morton Bodfish, executive 
vice-president, will give his message to 
the thrift and home financing executives 
at this time. 

The convention will feature the tenth 
annual advertising and business develop- 
ment contest among associations with 
panels demonstrating means of reaching 
and attracting the public. Some of the 
general session time will be devoted to 
analysis of the winning exhibits by experts 
who are judging the contest. There will 
also be a special convention session devoted 
to advertising interests of the delegates. 


A. B. A. Trust Conferences 


Two trust conferences will shortly be 
held under the auspices of the trust ‘divi- 
sion of the American Bankefs Association. 
The Seventeenth Regional Trust Conference 
of the Pacific Coast and Rocky Mountain 
States will be held at the Biltmore Hotel 
in Los Angeles, California, on September 
19-20. The tenth Mid-Continent Trust 
Conference will convene at the Stevens 
Hotel, Chicago, on October 26-27. 


Mortgage Bankers Association 


The 26th annual convention of the 
Mortgage Bankers Association will be 
held October 4-6 at Hotel Statler, Detroit, 
Michigan. It has been announced that 
two of the most prominent men in the 
industrial world will be speakers at the 
general sessions, and that there will be 
insurance correspondents, bank and trust 
company, and farm mortgage group 
meetings. Special luncheon meetings for 
FHA lenders are being arranged. Charles 
H. Sill, of Detroit, is local convention 
chairman. 


Investment Bankers Association 


Although final details have not yet been 
arranged for the 1939 convention of the 
Investment Bankers Association, to be 
held October 9-13 at Del Monte, California, 
it is.assured that there will be several 
speakers of national prominence, inter- 
esting forum sessions, and  unexcelled 
entertainment facilities. Plans have also 
been made for a post-convention trip to 
the Golden Gate Exposition at San 
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Francisco. Colis Mitchum, of Mitchum, 
Tully Co., San Francisco, is general 
chairman of the convention. 


A. B. A. Regional Conferences 


The first of the regional conferences 
scheduled by the American’ Bankers 
Association for this winter will be held at 
Richmond, Virginia, on December 7 and 8. 
The second will be held at Denver, 
Colorado, on January 11-12. 


Sf o ¢ 


Bank Observes Dual Occasion 
With Public Reception 


Thousands of persons attended an 
evening reception July 7 marking both the 
thirty-eighth anniversary of the Merchants 
National Bank of Mobile, Alabama, and 
the completion of extensive enlargement 
and remodeling of the banking quarters. 

The reception came within less than ten 
years of the formal opening of the bank’s 
18-story building and enlarged banking 
quarters in 1929. Alterations include 
greatly augmented commercial, foreign, 
savings and trust departments, construc- 
tion of an entire new floor and enlargement 
of the mezzanine floor for service depart- 
ments, a new and larger lobby linking all 
first floor departments, installation of a 
second-floor safe deposit department, and 
the year-round air conditioning of both the 
bank and office building. Cost of the 
improvements totaled over $300,000. 

A month’s newspaper advertising cam- 

paign on departmental improvements paved 
the way for the reception. This was 
climaxed by a full page invitation an- 
nouncement. Those who attended the 
reception were given a profusely illustrated 
souvenir booklet depicting the growth of 
Mobile since the establishment of the 
Merchants National Bank. 


¢ ° ¢ 


Banks Co-operate on Personal 
Loan Campaign 


Twenty banks located along the south 
shore and the Hempstead area in Nassau 
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County, Long Island, N. Y., are co-operat- 
ing in an advertising campaign to em- 
phasize the advantages of obtaining per- 
sonal loans from banks. 

They have adopted as their slogan: 
“It’s better to borrow from a bank.” In 
each advertisement they point out reasons 
why, stressing low cost, no red tape, no 
delay, confidential service, and the benefit 
of the wide experience of bank officers in 
helping to solve financial problems. 

* . * 


Expect 3,500 Enrollment in 
New York A. I. B. Classes 


Wall Street never sleeps. Collections, 
and clearances, and postings go on by 
night. 

At night also, classes of the New York 
Chapter of the American Institute of 
Banking hold forth, in the brightly lighted 
lower floors of the Woolworth Building. 
This month, following annual custom, 
there will enroll for courses some 3,500 
students, to study under a faculty of 100 





DANIEL F. O’MEARA 


President, New York Chapter American Institute 
of Banking, and Assistant Vice-president, The 
Public National Bank and Trust 
Company of New York 


. . » His chapter’s 39th year 


ata yearly operating expense of something 
over $135,000, according to the chapter’s 
popular President Daniel F. O’ Meara. 

The chapter is entering its 39th year of 

service. Standard and graduate courses to 
a total of 58 subjects provide broad 
grounding plus the specialization required 
of the expert banker of today—yet there 
is a balancing admixture of subjects which 
develop ability in research and powers of 
reasoning and expression. Courses in 
Logic, Personal Efficiency in Business, and 
half a dozen advanced courses in English 
and speech are included in the chapter’s 
program. 
_Not included in the student totals men- 
tioned above are hundreds of members 
who participate in the broader aspects of 
New York chapter’s educational services. 
Annually over 200 bank officers attend the 
Forum lecture series, and an equal number 
of senior clerks continue their active study 
interests in the Round Table program. 
rhese groups discuss current or manage- 
ment subjects which do not fit readily into 
formal classes. 

More significant educationally than all 
of this formal and informal presentation of 
principles and theories is the invaluable 
administrative training afforded members 
through active participation in the manage- 
ment of the chapter. Two executive 


Secretaries, a full time librarian, and 5 


clerks comprise the permanent staff of 
the chapter, but many others share the 
load and lend direction. Sixteen prominent 
bank presidents devote attention as an 
advisory council; 38 elected officers and 
governors constitute the authoritative 
body; and 16 standing committees of over 
300 young men and women assume im- 
mediate responsibility for the direction of 
many of the chapter’s activities—all of 
which constitute an unexcelled testing 
ground for development of self-expression, 
eadership, and administration for clerks 
still several years short of the promotions 
which will raise them from routine to 
better banking jobs. 

Equally balanced is the financing of the 
chapter. Student tuition fees cover faculty 
salaries, membership dues from students 
present and past cover most of the operat- 
ing expenses, and a semi-annual assessment 
paid by the banks according to their 
student enrollments covers rent. Despite 
the high rental of the Wall Street area, the 
annual cost per student averages only 
thirty dollars per year. This is several 
times less than an equivalent university 
program. 

New York’s chapter renders service 
which is proportionate to banking needs, 
as do over 200 other Institute Chapters 
throughout the country. 
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Pennsylvania Banks Answer 
Critics With Figures 


Wide publicity in the press and con- 
siderable interest among legislators in 
Washington was created by figures sub- 
mitted by Pennsylvania banks to the 
American Bankers Association, in answer 
to current assertions that banks are not 
adequately serving the credit needs of 
business. 

These statistics show that 417 banks in 
290 cities and towns in Pennsylvania made 
231,236 new loans aggregating $372,350,286 
during the six months’ period between 
January 1 and June 30, 1939. The average 


number of new loans per bank was 555 | 


and the average size of the loans was 
$1,610. 
The same 117 


banks report that in 


5 


addition to new loans they made 675,498 
renewals of existing loans, amounting to a 
continuation of credit extensions totaling 
$750,393,485. The average number of 
loans renewed per bank was 1,620 and the 
average renewal was for a loan of $1,111. 

Based on these figures for but 43 per 
cent of the A. B. A. member banks in 
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THE SERVICE STAFF of this organization —responsible for 


the numerous functions separate from but incident to the 


actual purchase and sale of securities —comprises over half 


the total number of employees and has an average period 


of employment exceeding 11 years; over a third of these 


have service records averaging nearly 19 years. 
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NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 
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Pennsylvania, it is estimated that the 
banks of that state as a whole made or 
renewed about 1,300,000 loans during the 
first six months of this year, for some- 
where in the neighborhood of $1 1% billion 
dollars. 

Which is rather strong evidence that 
banks are serving the credit needs of 
business men and business firms in their 
communities. 


¢ Sl 7 


An Outstanding Trust Company 
Has Golden Anniversary 


The Northern Trust Company, Chicago 
one of the pioneers in the trust fie d. 
celebrated its golden anniversary August 12. 

The founder of The Northern Trust 
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Company was Byron Laflin Smith, who 
served as president for twenty-five years 
until his death in 1914. He was succeeded 
by his oldest son, Solomon Albert Smith. 
The bank, under this continuing manage- 
ment and without merger or consolidation 
with any other bank, has grown to a 
deposit total of $344,000,000, placing it 
in 2lst position among the nation’s 
financial institutions. 

The first dividend was declared payable 
on July 1, 1896. The 166th consecutive 
dividend was paid to stockholders on 
July 1, 1939. 

To commemorate its half-century mile- 
stone, The Northern Trust Company has 
prepared a_ beautifully illustrated folio 
which describes Chicago as the founders of 
the bank knew it, and depicts scenes typical 
of the year 1889. 




















nation’s banks. 




















An Outstanding 


Bank 
Connection 


This institution has accounts from all lines 
of business and from nearly one-fifth of the 


No matter what part of the United States 
your business reaches, the Continental 
Illinois National Bank and Trust Company 
is acquainted in that territory ... and thus 
is able to render an outstanding service. 


| Continental Illinois 
| National Bank 
and Trust Gompany 


OF CHICAGO 


Member Federal Deposit Insurance Corporation 
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National Shawmut Bank Spon- 
sors ‘‘Pay Doctor’’ Week 


The National Shawmut Bank of Boston 
recently inaugurated a co-operative move- 
ment with the medical and dental profes- 
sions by designating July 24-29 as “‘Pay- 
Your-Doctor-Week.”’ 

In announcing this move, Walter S. 
Bucklin, president of the bank, declared: 
“No single group of creditors is more 
worthy of our help and co-operation than 
the doctors and dentists upon whom we 
depend for the health of our communities. 

“In co-operating with the medical and 
dental professions by making it possible 
for their patients to borrow direct from 
the bank we hope to acquaint the public 
with our sincere desire to extend credit 
accommodations for all such worthy pur- 
poses. Bank loans have so long been 
associated in the public mind in terms of, 
‘How much collateral do they demand, 
that the average person hesitates to apply 
for a loan on his own credit. Therefore, in 
making loans to individuals for the pay- 
ment of accumulated doctor bills or as a 
means of assisting them in obtaining 
needed medical attention, we hope to 
dispel any and all misconceptions on this 
subject.” 

. . ° 


Savings and Loan Executives 
Attend Graduate Schools 


Two recent educational experiments in 
the form of summer graduate schools for 
savings and loan executives attracted 
overflow registrations and were reported 
as distinct successes. 

Eighty-seven ——e attended the 
graduate school held August 7-18 at 
Northwestern University, although a top 
limit of 75 had been sslatoaleg set by 
the American Savings and Loan Institute 
which sponsored the sessions. 

Classes were held in Savings and Loan 
Management, Savings and Loan Law, 
Economics and Business Forecasting, and 
Construction Loan Procedure and Practice. 
After two weeks of concentrated study, the 


group relaxed at a banquet and was 
addressed by Fred Dow Faff, Jr., North- 
western’s vice-president and dean of 


faculties. 

From 10 southwestern states, 315 sav- 
ings and loan men gathered during the 
week of July 24 at the University of 











B. H. WOOTEN 


C. A. STERLING 


Arkansas for another graduate school. It 
was jointly sponsored by the University, 
the Federal Home Loan banks of Little 
Rock and Topeka, and the Southwestern 
Building aan Loan Conference. The 
administrative cost was borne by the two 
Federal Home Loan banks. C. A. Sterling. 
president of the Federal Home Loan Bank 
of Topeka, and B. H. Wooten, president 
of the Federal Home Loan Bank of Little 
Rock, presided at the sessions. 
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Robert M. Hanes at his desk in Winston-Salem, North Carolina 


Rosert M. Hanes 


A reporter interviews the incoming president of the American Bankers 


Association and finds him a realist in facing today’s banking problems 


YNAMIC. That seems to be a 
1) word that those who know him 

best like to use in describing 
\obert March Hanes, incoming presi- 
dent of the American Bankers Associ- 
ation. 

His friends do not stop with that, 
however. They hasten to add a num- 
ber of other superlative qualities. 
They will tell you that he is clear 
thinking, straight shooting, fearless. 
They will tell you that he attracts 
men; that they like to be associated 
with him; that he expects much of 
his associates, but works with them 
untiringly and is quick to recognize 
and commend ability. They will also 


By 
HENRY J. BOONE 


Editor, 
THE BURROUGHS CLEARING HOUSE 


tell you that no officer or employee in 
the Wachovia Bank and Trust Com- 
pany works harder or longer than 
President Hanes. To his fellow officers 
he is just “Bob,” and you work with 
Bob, not for him. 

There is no question that Bob Hanes 
is well qualified by ability and experi- 
ence for the high office to which he has 


been chosen. His record has been a 
successful one in bank management; 
he has rendered long service in local, 
state and national banking associ- 
ations; he has had personal experience 
as a legislator; he is recognized as a 
community leader. 

His story has a somewhat different 
beginning from those that are generally 
considered typical. He is a member of 
a family of means. His father was a 
pioneer industrialist who made a name 
and a fortune in tobacco and textiles. 
The unusual thing is that each of the 
six sons of John W. Hanes has by 
ability and work attained success in 
his own name, achievement not born 
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Main banking room of the Wachovia Bank and Trust Company at Winston-Salem 


of necessity but of the desire to 
accomplish something worthwhile. 

Alex Hanes is in the brokerage 
business and was a member of the 
commission that built North Carolina’s 
magnificent highway system. Dr. 
Fred is head of the Department of 
Medicine at Duke University. Jim 
is chairman of the largest circular knit 
hosiery plant in the country. Bob 
had advanced to the presidency of the 
Carolinas’ largest bank by the time 
he was forty. John is Undersecretary 
of the Treasury, and Ralph heads the 
successful Hanes Dye and Finishing 
Company. One sister married Robert 
Lassiter, textile manufacturer and 
Chairman of the Board of the Federal 
Reserve Bank of Richmond, and the 
other is the wife of Thurmond 
Chatham, head of the concern that 
manufactures Chatham blankets. 

Robert Hanes began his education 
in the public schools of Winston- 
Salem, attended Woodberry Forest 
School in Virginia, received his A. B. 
degree from the University of North 
Carolina in 1912, and then further 
equipped himself by study and gradu- 
ation at the Harvard School of Busi- 
ness Administration. 

His first business venture was with 
the Crystal Ice Company in Winston- 
Salem, as Secretary-Treasurer. When 
war came in 1917 he immediately 
volunteered for service. He was sent 
to the second officers training camp 


at Fort Oglethorpe, and was later 
assigned to active duty with the 113th 
Field Artillery where he advanced to 
the rank of major. He saw service at 
St. Mihiel and the Argonne in 1918. 

Upon his return from France in 1919 
he accepted a_ position with the 
Wachovia Bank and Trust Company 
and the next year was elected a vice- 
president. In 1930 his duties were 
greatly enlarged and he was made 
administrative vice-president of the 
institution. Following the death in 
1931 of the late Col. Francis H. Fries, 
Mr. Hanes was elevated to the presi- 
dency of the Wachovia. 


E assumed his duties as president in 
the days of the depression when 
banking troubles were numerous and 
North Carolina was having its full 
share. His policies and sound princi- 
ples of management carried the bank 
forward. But there was never any 
effort to take advantage of a situation 
at the expense of others. If a com- 
petitor in difficulty could be helped, 
that help was readily forthcoming so 
long as there was any possibility of 
saving the situation. He assisted in 
organizing for North Carolina the 
National Credit Association, which 
aided many banks prior to the estab- 
lishment of the Reconstruction Finance 
Corporation. 
In 1931, when Robert Hanes became 
its president, the Wachovia Bank and 


Trust Company had deposits of $42,- 
000,000. On June 30, 1939, its 
deposits exceeded $91,000,000. It is 
the largest bank between Washington 
and Atlanta. It dates back to 1879 
when the Wachovia National Bank 
was established. In 1893 the Wachovia 
Loan and Trust Company was organ- 
ized and the two were consolidated in 
1911 to form the Wachovia Bank and 
Trust Company. Its offices at Ashe- 
ville, High Point and Salisbury were 
established in 1903, and nineteen years 
later, in 1922, an office was opened in 
Raleigh. No further expansion of 
offices outside of Winston-Salem was 
made for a period of seventeen years 
until recently a merger with the 
Charlotte National Bank was formed 
to give the Wachovia an outlet in a 
Federal Reserve city. 

Although the executive head of a 
branch banking organization, Mr. 
Hanes is a strong advocate of the dual 
system of banking, and of independent 
banking units. He believes that the 
business interests of any state or sec- 
tion can best be served by a banking 
system composed of strong local com- 
munity banks supplemented by a few 
large banks nearby to take care of 
extra credit needs of large concerns, 
with close co-operation between large 
and small banks. He insists that 
associates in all Wachovia offices work 
closely with local banks throughout 
the state. 
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Bob Hanes has always taken a lead- 
ing part in community and civic 
affairs, and his fellow townsmen have 
drawn freely upon his time and talents. 
In Winston-Salem he has served as 
president of the Chamber of Com- 
merce, Merchants Association, Rotary 
Club and Twin City Club and Chair- 
man of the Community Chest. He is 
an active member of the Methodist 
Church and has always been a loyal 
supporter of the Y. M. C. A. He has 
established a large Y. M. C. A. camp 
for boys near the city and dedicated 
it to the memory of his father. Other 
organizations and movements for the 
betterment of the community and its 
citizens receive his effective support. 

Public service has also made its 
demands upon him. He served two 
terms as representative from Forsyth 
County in the Lower House of the 
North Carolina General Assembly and 
one term as state senator. Among 
much helpful legislation that he worked 
for at Raleigh were laws to set up a 
new and more potent banking commis- 
sion which was passed in 1931, to 
establish a sound fiscal basis for all 
state operations and to organize the 
Local Government Commission which 
took over the supervision of the 
finances of local government units. So 
effective was his work as a legislator 
that friends urged him to seek the 
nomination for Governor, but he 
refused. 

He is a director in many of Winston- 


Salem’s leading industrial concerns, of 
the Southern Railway Company, and 
by special appointment of the Gover- 
nor, a member of the board of the 
North Carolina State Sanatorium. 


H's ability and talents were early rec- 

ognized in banking circles. He had 
not been in the bank long before he 
was called upon to act as an instructor 
in the local chapter of the American 
Institute of Banking. Soon the North 
Carolina Bankers Association sought 
his services and he headed a number of 
important committees. In 1928 he 
was elected third vice-president of the 
state association, a position that led 
to the presidency in the year 1931-32. 
During his administration he spon- 
sored a series of district meetings 
through the state for the study and 
discussion of improved methods in 
bank management. This led to his 
election as a representative of the 
Executive Council of the American 
Bankers Association, and began his 
record of national service. 

He was called upon to help guide 
the executive affairs of the association 
as a member of the Administrative 
Committee and to serve on many other 
committees, including the Bank Man- 
agement Commission and the Com- 
mittee on Banking Studies. He was 
elected to various posts in the State 
Bank Division and soon was put into 
line to head that division. For two 
years he was chairman of the important 


As this picture indicates, President Hanes favors committee management. 


corner of the table. 
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Federal Legislative Committee and 
spent much time in Washington in the 
interests of fair and constructive bank- 
ing legislation. He did much to estab- 
lish the procedure of working with 
legislators on proposed laws affecting 
banks, sitting down with them in a 
friendly and constructive attitude to 
produce legislation beneficial to both 
banks and the public. 

His own bank, the state-wide 
Wachovia Bank and Trust Company, 
is operated on the principle of repre- 
sentative democracy. At regular inter- 
vals officers of the various departments 
and branches meet as a_ general 
administrative committee. Policies 
are reviewed, suggestions and criti- 
cisms are invited and newly proposed 
procedure is discussed. When a vote 
is taken and a majority decides in 
favor of a new rule or a change, all 
are expected to adhere to it. At these 
meetings President Hanes is an active 
participant in all discussions. He 
expresses his opinions and expects 
others to do likewise. There is no 
desire to dominate, he has no time 
for mere ‘“‘yes men,” but he does 
expect others to support their opinions 
with facts and straight thinking. 

In the personnel of the bank staff 
there is a sound balance of older heads 
aided by. alert and aggressive junior 
men. Mr. Hanes believes in bringing 
into the Wachovia organization promis- 
ing young men from high schools, 

See ROBERT M. HANES—Page 27 


He is seated at the upper left 
Heading the table is Chairman of the Board H. F. Shaffner 
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Making a Tour of 


HOLLY 


FFHAND, judging from some 
() of the motion picture produc- 

Lions featuring none too realistic 
financial backgrounds, it would seem 
that banking and Hollywood were not 
too well acquainted. 

Nevertheless, those bankers who 
visit Los Angeles around the time of 
the A. B. A.’s convention at Seattle 
this month, as many seem to be 
planning to do, are likely to pick up 
many profitable banking ideas in the 
rather loose geographical area known 
as “Hollywood.” 

Hollywood, in the broad sense, 
includes a great deal more than the 
area marked off for it on the map. 
Actually, the Hollywood orbit touches 
on such far-flung points as Palm 
Springs, Culver City, Beverly Hills, 
and the downtown Los Angeles head 
office of Bank of America where the 
financing problems of the picture 
industry are often ironed out. Thus 
after a fashion Hollywood banking 
means Los Angeles banking; the two 
are not easily separated. Services 
which had their inception in the needs 
of some members of the moving 
picture colony have been broadened 
to include a more general section of 
the public. 


Typical street scenes showing exteriors of some of the Hollywood and Beverly Hills banking offices. 


CALIFORNIA BANK, Holly wood-Gramercy Branch 


woop Banks 


By 


JOHN FARNHAM 


A.B. A. convention delegates who plan a side-trip 


visit to the movieland capital this Fall will find that 


Hollywood banks perform many unusual personal 


services to meet the needs of the film colony, and 


they are likely to take home some profitable ideas 


A particular case in point is the 
service known as that of “Bonded 
Business Manager” which the Beverly 
Hills National Bank and Trust Com- 
pany, among others, has developed to 
a degree of considerable effectiveness. 
This service is available to anyone who 
feels the need for it, but it began 
because of the peculiar requirement 
of the motion picture actor for some- 
one to take care of his business while 
he, himself, took care of his acting. 
A bank operating such a service may 
act in almost any capacity for its 


Tr 








client. It may be only a consultant, 
it may be a conservator. In most fi 
cases, however, its duties will fall I 
somewhere between these two ex- n 
tremes, although there is a tendency. h 
once a bank comes into the picture, for st 
its responsibilities to increase. f 
In one case, for example, an actor a 
with a generous heart could never s 
say “no” to any scheme to “invest” t 
his money however spurious it was. ( 
His luck was so consistently bad that s 
he finally turned to his bank for t 
advice, but this did little good. The 
' 

Visiti 
bnkers 


BANK OF AMERICA, Beverly Hills Branch 
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President O. N. Beasley welcoming a customer in the attractive lobby of the Beverly Hills National Bank & Trust Co. 


final decision still had to be his and 
invariably he ended by saying ‘“‘yes” 
no matter how many times the bank 
had shouted “NO.” His problem was 
solved in the end by a very simple 
formula. He has one stock answer to 
all who approach him. “I think it’s 
swell,” he will say. “But I can’t doa 
thing. My money’s all at the bank. 
Go see them and tell them that I 
sent you.” Needless to say few of 
those soliciting the actor’s patronage 
ever go near the bank. The same idea 
might help a lot of people save money. 


Under this same general head of 
“Bonded Business Manager’’ falls the 
subject of bank management of real 
estate. Bank management of real 
estate is hardly peculiar to Hollywood 
or Southern California. Banks every- 
where offer such a service through 
their trust departments, but it is un- 
likely that many banks have the 
diversity of problems which arise in 
and around Los Angeles. The area 
has enjoyed a tremendous growth in 
the past twenty years and many a 
fortune has been made by buying real 


estate —any real estate—and holding 
it. Because of this fever, it is not 
unusual for a single individual to find 
himself owning fruit ranches, down- 
town office buildings, suburban homes 
and an apartment house or two, 
although he may know nothing about 
the management of any of them. Thus 
when a bank is called in, as it often is 
when things are particularly black, it 
means that a complete reorganization 
must be undertaken. In pointing out 
what his bank often did in this con- 
nection, G. W. Davis, vice-president 


bnkers will find these branches extensively patronized by members of the motion picture colony, great and small alike 


SECURITY-FIRST NATIONAL BANK, Beverly Hills Branch 


CITIZENS NATIONAL TRUST & SAVINGS BANK, Hollywood Blvd. Branch 
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and trust officer of the Beverly Hills 
National Bank & Trust Company, 
explained: 

“‘We make disbursements for taxes, 
assessments and interest; conduct 
periodic inspections and see that the 
property is properly maintained. We 
have weeds removed, trees pruned, 
lawns cared for and shrubbery trimmed. 
Buildings are kept properly repaired 
and inspected for dry rot and termite 
attacks. We also negotiate leases, if 
the property is to be rented, and 
collect the rent. 

“In the case of ranches and farm 
lands, we operate them, choose fore- 
men, arrange for pest control, secure 
soil analysis, install irrigation systems 
and market products. 

“Of course at the same time we keep 
a careful check on necessary insurance. 
In case we think sales are advisable we 
recommend them and, if the owners 
wish, arrange for either sales or 
exchanges, whichever seems best.” 


UT “Bonded Business Manage- 

ment” (the term “Bonded”’ is used 
advisedly because a bank using the 
phrase has actually pledged securities 
with the Treasurer of the State of 
California to guarantee the faithful 
performance of its duties) goes much 
farther than the rendition of an in- 
vestment advice and management 
service. In many instances it means 
that the business manager takes com- 
plete charge of his client’s personal 
bookkeeping, collecting his salary or 
other income, acting as his disburse- 
ment agent and often working out a 
budget for his living expenses. In 
addition to The Beverly Hills National 
Bank & Trust Co., The California 
Bank and the Security-First National 
Bank are active in this field. 

Also probably every bank in Los 
Angeles County acts as trustee for at 
least one child star. Under a recently 
enacted California statute one-half 
the earnings of any minor must be 
held in trust until he or she is twenty- 
one. The trustee must, in turn, be 
acceptable to the courts, which in 
practice usually means -that a bank 
acts in that capacity. 

A good share of all this business 
originates in and about Beverly Hills, 
where many of the moving picture 
great make their homes. But even if 
this were not so, Beverly Hills should 
be worth a morning of any banker’s 
time, if he has even a mild interest 
in modern bank construction. The 
Beverly Hills National, the interior 
of which is shown on page 11, gains an 
unusual lobby effect from a_ broad 
staircase at the rear leading to a 
mezzanine floor. This makes the 
building seem far larger than it is. 
Within a block or two are offices of 
both the Bank of America and the 
Security-First National. Both of these 
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have been constructed with an eye to 
their beauty as well as their functional 
characteristics. And the nearby office 
of the California Bank, especially the 
marquee at nightfall, is something to 
remember. Additional offices of these 
banks, many of them recently con- 
structed, are located at intervals along 
both Hollywood Boulevard and Wil- 
shire Boulevard back toward down- 
town Los Angeles. 

An outstanding feature of many of 
these banking offices are the mural 
decorations on the walls. Some of 
them are historic in motif, some are 
primarily symbolic, but in either case 
they tend to brighten what otherwise 
might be drab interiors. In other 


cases they lend depth to rooms, which, 
without them, might seem boxlike. 
Good examples of the effective use of 
murals can be found in the Beverly 
Hills offices of the Security First 
National and the California Bank. 
Also many offices have made good use 
of glass or polished marble to brighten 
their fronts. 

Also of course no banker visitor to 
Los Angeles should miss the office of 
the Security-First National Bank of 
Los Angeles at the Ambassador Hotel. 
This office has a circular counter and 
screen with concealed doors leading into 
the manager’s office and a beautifully 
equipped customer’s room. Designed 

See HOLLYWOOD BANKS—Page 31 











Above: Mural-decorated lobby of the safe-deposit and escrow department 
in the Beverly Hills office of the California Bank 


Below : Curved, unbroken lines feature this ultra-modern Ambassador branch 
of the Security-First National Bank of Los Angeles 
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Banking as Viewed 
trom \WasHINcTon 


+ «tk * * * 


* * * * * 
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By HEN RY D. RA LPH, Washington Correspondent 


Senate Committee to Study 
National Banking Policy 


From the long-time point of view, 
the most important action taken dur- 
ing the closing weeks of the first 
session of Congress was the adoption 
by the Senate of the Wagner resolution. 

This directed the Senate committee 
on banking and currency ‘“‘to con- 
sider and recommend a national mone- 
tary and banking policy by which the 
monetary and banking authorities of 
the Federal Government shall be 
guided and governed, and to consider 
and recommend the character of 
governmental machinery best calcu- 
lated to carry out such policy.” 

The study was prompted by a 
suggestion last spring from Chairman 
Marriner Eccles of the Board of 
Governors of the Federal Reserve 
System and is broad enough to cover 
reorganization of bank supervisory 
agencies, credit control, the ‘“‘com- 
modity dollar,” and every other angle 
of related financial questions. 

The committee asked for a minimum 
of $100,000 for this study, but the 
Senate voted only $25,000, so even 
with the expected assistance of the 
research staffs of Federal agencies the 
committee can hardly do more than 
scratch the surface unless a further 
appropriation is made next year. 
Senate consideration of the resolution 
was blocked for a while by objections 
that banks have already been investi- 
gated enough but Senator Wagner 
gave assurances that the committee 
will not investigate banks or bankers 
but only the broader subjects of bank 
control and monetary theory. 


Sd Sd > 


Mortgage Interest Rates 
Undergo Reduction 


The Washington Administration’s 
drive to reduce interest rates as a 
means of promoting business activity 
took a new turn when both the FHA 








SENATOR ROBERT F. WAGNER 


. . . his resolution for study of bank- 
ing and monetary policies is adopted 


and the HOLC announced that inter- 
est rates were being reduced to 41% per 
cent from 5 per cent. 

The Federal Housing Administra- 
tion announced on July 31. that 
beginning August 1, it would make no 
commitments to insure mortgages on 
individual residences having an interest 
rate higher than 41% per cent. Previ- 
ously the maximum rate had been 
5 per cent, although in recent months 
a number of banks have been making 
FHA mortgages at rates lower than 
the maximum. 

Although the FHA interest rate has 
not been cut before there have been 
two previous reductions in the cost to 
borrowers under this plan. Formerly 
banks were permitted to make a 
service charge of one-half of 1 per 
cent, but this has been eliminated. 
The insurance rate was formerly a flat 


one-half of 1 per cent on the original 
principal of the mortgage, but this 
has been changed so that it applies to 
the diminishing principal of the loan. 
The rates on FHA-insured large-scale 
rental projects was also reduced by 
one-half of 1 per cent to a maximum 
of 4 per cent. 

Coincident with the FHA announce- 
ment it was stated that the Federal 
National Mortgage Association and 
the RFC Mortgage Company would 
buy FHA-insured mortgages at the re- 
duced rate at par and accrued interest 
from lending institutions, and would 
continue to allow these institutions 
the usual charge for servicing the loans. 

While the FHA reduction has been 
under consideration in official circles 
for some time, the HOLC announce- 
ment, made only four days later, came 
as a surprise since the HOLC ceased 
making loans three years ago and is 
now simply a liquidating agency. 
This announcement is looked upon as 
the first result of the consolidation of 
the HOLC and the FHA under the 
new Federal Loan Agency, headed by 
Jesse H. Jones, and it is significant 
that up until recently the HOLC has 
stoutly resisted all suggestions made 
in Congress that its interest rate be 
reduced, on the grounds that it would 
have a demoralizing effect upon the 
real estate market and home financing 
activities. 

The HOLC reduction will apply to 
all borrowers who meet their obliga- 
tions in accordance with their contracts, 
and it is estimated to save borrowers 
between $5,000,000 and $6,000,000 a 
year, with an equal reduction in the 
corporation’s annual income. ‘This 
loss may be somewhat offset by savings 
in interest charges effected by the 
HOLC recently in refunding its out- 
standing obligations. At the same 
time Congress passed a law permitting 
the HOLC to extend its mortgages to 
a term of twenty-five years in its 
discretion if this will permit distressed 
borrowers to avoid default. All HOLC 
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mortgages were written for fifteen-year 
periods and 5 per cent interest. These 
two actions are expected to relieve 
the pressure which has been growing 
in Congress in recent years for a 
moratorium on HOLC collections or 
drastic reduction in interest rates and 
terms of repayment. 


J . 7] 


FDIC Report Urges Strict 
Bank Supervision 


Strong arguments for strict bank 
supervision for the single purpose of 
insuring solvency are made by the 
Federal Deposit Insurance Corporation 
in its annual report just mailed to 
member institutions. Though mild in 
its tone and veiled in its intent there 
is no doubt that the FDIC report is a 
sharp challenge to those who have 
heen urging that bank supervision and 
examination be conducted for the 
purpose of expanding or contracting 
credit and business conditions and is 
a direct reply to the complaint of the 
Board of Governors of the Federal 
teserve Board that there are too 
many bank supervisory agencies. 

Warning that the present successful 
financial standing of the FDIC is not 
a guide to its future operations the 
report declares that its assessment 
rates will have to be increased unless 
bank supervision is tightened, declar- 
ing: 

“The corporation believes that pro- 
vision will have to be made for 
assumption of losses in excess of the 
present rate of assessment unless 
deposit insurance is accompanied by 
supervisory action to prevent the 


R. F. C. personnel changes . . 


THE BURROUGHS CLEARING HOUSE—September, 1939 


dissipation of bank capital through 
excessive dividends without provision 
for losses and by _ provision for 
relieving the banks of the necessity 
to which they have been subjected in 
the past because of heavy withdrawals 
and inadequate rediscount facilities 
of liquidating assets and _ sacrificing 
values during periods of crisis. If the 
cost of deposit insurance is to be kept 
low, bank supervision cannot be weak- 
ened or deflected from its primary 
objective —the maintenance of sound 
banks.”’ 

The contention that there are too 
many bank supervisory agencies is 
answered by the explanation that the 
FDIC does not ordinarily examine 
banks examined by other Federal 
supervisory agencies. The difference 
between its examining philosophy and 
that set forth at various times in other 
quarters is stated by the FDIC in 
several passages in its report some 
of which are: 

“Commercial banks have operated 
under supervision of state or Federal 
agencies for more than a century. 
Supervision was established primarily 
to protect creditors of banks. The 
FDIC was created to improve bank 
supervision with a view to preventing 
insofar as possible an accumulation of 
weak or hazardous banking situations. 

“The FDIC has a more direct 
interest in the prevention of bank 
failures than any other bank super- 
visory authority for the reason that 
the corporation must bear the financial 
burden resulting from such failures. 
If insured banks which are known to 
be in a weakened condition are not 
rehabilitated, it is the corporation 
rather than any other supervisory 


authority which bears the burden o| 
their eventual failure. For this reason, 
it is essential that the corporation have 
ample powers to determine the finan- 
cial condition of, and the character of 
many practices being pursued by, any 
insured bank, and to take steps to 
secure correction of unsound situ- 
ations 

“The task of the supervisor is to 
appraise the loans the banker has 
made and the other assets he has 


acquired. It is not part of the func- 
tion of bank supervision to exert 


pressure upon bankers to extend or not 
to extend credit and it is improper for 
the banker to extend credit when he 
has substantial doubts regarding the 
wisdom or propriety of such exten- 
sion.” 

The report explains the uniform 
examination policy adopted by the 
three Federal bank supervisory agencies 
and a majority of the state authorities, 
and praises its results in bringing 
about uniformity and avoiding dupli- 
cation. 

S] . + 


New Chairman and Director 
Appointed for RFC 


A number of changes in personnel 
have been made at the Reconstruction 
Finance Corporation as the result of 
the appointment of former Chairman 
Jesse H. Jones as Federal Loan 
Administrator, one of the new posi- 
tions created by the President in the 
recent reorganization order. As chief 
of the Federal Loan Agency, Mr. Jones 
will continue to exercise a supervisory 
authority over the activities of the 
RFC, and also over the Electric Home 


. as Jesse Jones takes office as Federal Loan Administrator, Emil Schram succeeds him as 


RFC chairman and Sam H. Husbands fills the vacancy created on the board of directors 
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and Farm Authority, Federal Home 
oan Bank System, Federal Housing 
Administration, and Export-Import 
Bank. 

As new chairman of the RFC, the 
President appointed Emil Schram, 
who has been a member of the board 
of directors of RFC since 1936. Mr. 
Schram was born in Peru, Indiana, in 
1893 and was educated at the public 
schools there, and was engaged in 
business in Indiana and Southern 
Illinois from 1915 until 1933. He was 
manager and is still part owner of the 
Hartwell Ranch at Hillview, Illinois. 
Because of his experience with drain- 
age and flood control problems, he was 
called to the RFC in 1933 as chief of 
its division of drainage, levee and 
irrigation loans. In addition to serv- 
ing on the board of the RFC, Mr. 
Schram has been president of the 
board of trustees of the Electric Home 
and Farm Authority, manager of the 
Disaster Loan Corporation, and a 
member of the board of the Federal 
National Mortgage Association, all of 
these being subsidiaries of the RFC. 

The vacancy on the board of direc- 
tors of the RFC caused by the resigna- 
tion of Mr. Jones was filled by the 
appointment of Sam H. Husbands, 
formerly chief examiner of the RFC. 
Matthew J. McGrath, who has been 
assistant chief examiner since 1932. 
was promoted to the post vacated by 
Mr. Husbands. Mr. Husbands was 
formerly cashier of the First National 
Bank of Florence, S. C. and has been 
in the examining division of the RFC 
since 1932. Mr. McGrath has also 
been in the examining division since 
1932, and has been assistant chief 
examiner since 1934. 


- e e 


Trust Indenture Act Puts 
Added Burden on Trustee 


The new trust indenture act which 
will take effect in February will 
directly affect banks with trust depart- 
ments and will indirectly concern all 
other banks from the standpoint of 
safety of their portfolios or invest- 
ments of customers The bill origi- 
nally proposed by the Securities and 
Exchange Commission was pending 
in Congress for several years but was 
entirely rewritten by the House Com- 
mittee on Interstate and Foreign 
Commerce In its final form it was 
not objected to by the American 
Bankers Association and was approved 
by the National Association of Mutual 
Savings Banks. 

The new law which becomes Title 
Ill of the Securities and Exchange 
law lays down standards and obliga- 
tions for a bank or other organization 
or individual acting as a trustee under 
an indenture for the issuance of bonds, 
debentures or other obligations for 
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. . « The National Labor Relations Board ruled that the Bank of America is 
engaged in interstate commerce and is subject to the Wagner labor act 


sale to the public. Issues of $1,000,000 
or less are exempt, and with the single 
exception of securities issued in con- 
nection with voluntary or judicial 
reorganizations the bill will apply only 
to trust indentures which are now 
required to be filed with the SEC 
as part of a registration statement. 

As redrafted the law eliminates any 
discretionary activity on the part of 
the SEC and all standards are written 
into the act. The law provides that 
SEC registration of securities to be 
issued under a trust indenture will 
not become effective unless the in- 
denture conforms to the specific statu- 
tory requirements. The _ standards 
prescribed affect only those indenture 
provisions which relate to the protec- 
tion and enforcement of the rights of 
investors. 

The act contains elaborate standards 
for the eligibility of trustees to make 
sure that they are financially and 
legally qualified and have no conflicting 
interests which would keep them from 
acting impartially. After an indenture 
is in operation the law lays down a 
large number of requirements upon 
the trustee to notify security owners 
of conditions surrounding their invest- 
ment and imposes various duties in 
case of default. The new law will 
undoubtedly place indenture trustees 
under expense in conducting the neces- 
sary research and poticing and in 
mailing statements to security owners. 
This has raised the fear that it may 
cause an increase in the trend toward 
private sales of large issues of securities 
in order to avoid the already con- 
siderable expense of SEC registration 
for sales to the general public but the 
House Committee made a study of 
this matter and concluded that the 


act will not add materially to the 
cost of floatation of indenture securi- 
ties. The principal argument for the 
law is the greater safety of investors 
expected to result from the require- 
ment that indenture trustees be im- 
partial and qualified and that they 
take an active and continuous interest 
in the condition of the property or 
business covered by the securities. 


e « e 


Appeal Expected From Labor 
Board Ruling 


The question of whether commercial 
banks are engaged in interstate com- 
merce is expected to come before the 
Supreme Court for the first time, in 
the anticipated appeal of the decision 
of the National Labor Relations Board 
in the case of Bank of America 
National Trust and Savings Associ- 
ation, California. 

This is the first time a bank has 
been held to be in interstate com- 
merce, and if the rule is upheld by the 
Federal courts it will mean that all 
commercial banks, state as well as 
national, are subject to the labor 
relations act, the wage and hour law, 
and any other present or future Federal 
law applicable to industries or persons 
engaged in interstate commerce. Al- 
though directed only at Bank of 
America, the board’s findings are 
broad enough to bring every bank in 
the country under the provisions of 
the labor act and other Federal regu- 
latory laws. The case has been pending 
for more than a year and was con- 
tested at every step by Bank of 
America. 

The NLRB disposed briefly of the 

See WASHINGTON VIEWPOINT—Page 32 
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NY banker who has had much 
contact with the treasury de- 


partments of national corpora- 
tions which carry accounts in large 
numbers of banks need not be re- 
minded that there is a tremendous 
disparity in the service charge and 
analysis methods the country over. 
When our committee of the New York 
State Bankers Association set about 
the task of developing a standardized 
approach to the subject of account 
analysis and the resulting service 
charges, we found by a process of 
sampling that the discrepancies among 
the banks was all that our friends, the 
corporation treasurers, had claimed. 
Without going into details, it is enough 
to set forth that a typical account sent 
to several banks for their analysis and 
charges resulted in a variation from no 
charge up to $15. 

It seems obvious that the primary 
requirement for service charges must 
be that they are fair to every customer, 
and consequently defensible against 
the arguments and the prejudices that 
not unnaturally arise in the minds of 
the customers against whom they are 
assessed. Therefore, to deserve the 
consideration of all bankers any recom- 
mended method must be beyond all 
question fair and susceptible of proof 
that it is fair. This was the basic pur- 
pose of our study: To produce a method 
which would be equitable to every 
customer and acceptable to the banks. 


While recognizing that there will continue to be a difference in service charge rates, this report t 
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New York Sponsors 


Untrorm ANALYSIS 


By 


THEODORE ROKAHR 


Vice-president and Treasurer, First Citizens Bank & Trust Company of Utica, 
Utica, New York, and Chairman, Committee on Standardization of 
Analysis Methods, New York State Bankers Association 


1. Due to the wide disparity in charges to patrons 


for checking account services, a New York committee 


set about the task of developing a standardized plan 


that would be equitable to customers and acceptable 


to banks. 


As we got into the subject, certain 
basic factors developed as essential in 
any plan to meet these broad specifi- 
cations. 1. Service charges must cover 
the cost of the service to the bank. 2. 
They must include provision for a fair 
rate of profit, since they are applicable 
only to those accounts which are not 
otherwise profitable. 3. They must be 
based on a knowledge of the actual 
costs involved, and must be assessed 
on the basis of these actual costs so 
that they will fall with equal fairness 
upon every customer regardless of the 
particular characteristics of his ac- 
count. 4. The computation of the 
charges must be sufficiently detailed so 





————————— 


Here is the chairman’s report on results 


that the customer who receives the 
computation can follow its steps and 
agree that they are just. 

These requirements were not set up 
without debate. On several points 
there was difference of opinion origi- 
nally, whether represented by the 
attitude of a committeeman or merely 
presented by him as typifying some 
attitude with which he was familiar 
elsewhere. It may, therefore, be worth- 
while to go over a few of the major 
lines of reasoning that led to the de- 
velopment of these basic consider- 
ations. 

It would seem fundamental that 
service charges must cover the actual 
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A PRELIMINARY WORD ABOUT SERVICE CHARGES 


A recent issue of a well-known banking periodical contained the following very significant com- 


ment: 


. - Service charges have come to occupy a much larger place in our banking arrange- 
ments than any of us anticipared at the outset They are not just an incidental aid to 
bank income as we expected that they would be They do not merely eke out that slen- 
der addition to income from other sources which is needed to bring the roral income of 
a bank up to a satisfactory level. Instead, they have become so essential a part in the 
operations of any bank, at least under Present conditions, that the average bank mi she 
abour as well go out of business as attempt to Operate without income from this source 


Although fortunately in a minority, there are still some bankers who have refused to recognize the 
necessity for, and the fairness of, service charges; and there are others who, having adopted them, make 
charges which are entirely inadequate to compensate their banks for the services rendered to depositors 
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services which the bank renders him are in the nature of compensation for the use of his money. 


That may have been true in many cases, though by no means in all 
there was a substantial demand for loans; when the investment of surplu: 
cult problem it is today and when the average met return on total funds was 5% or 6 
the large majority of checking accounts today, when the 
declined substantially in volume, is steadily diminishing; when 
« is more and more difficult to find suitable investments for surplus funds; and when many of those 
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other by this committee. 





FOREWORD 
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It was not necessary to resort to a general questionnaire to determine that there is an appalling lack 
of uniformity in the methods employed to analyze checking accounts by the banks of this State. The 
creation of this committee implied a recognition of that fact; and if further evidence were needed it 
could be found in the result of two separate tests, one made by a county bankers association, and an- 


A hypothetical account was submitted, for analysis, to a group of sixteen banks in one of the Coun- 
ties on Long Island. Of the thirteen that replied, seven banks would have charged this account from 
$11.00 to $15.00 for the month’s activity; five would have charged from $8.00 to $11.00 for identically 
the same activity, with the same average balance; and the thirteenth bank, under exactly the same con- 
ditions, would have made no charge at all! 











Although varying rates of income and expense in different banks are understandable and to be ex- 
pected, lack of uniformity in analysis methods is proof of the fact that much of the present day anal- 
ysis of accounts, and the resultant service charges, are more or less incorrect. Depositors with accounts 
in more than one bank know this, and too large a percentage of the public senses the fact. It is the 
judgment of this Committee, and your Association Officers, that such a condition is not only extremely 
harmful to the banking business, but unfair to the public. Investigation of banking practices, with re- 
spect to service charges, could without doubt make us appear ridiculous. 





Although the variations in the cost of checking account service cited above were due partly to other causes, 
the committee found they were largely the result of varying methods of analysis 


cost to the bank of providing the serv- 
ice. Yet here were presented such 
objections as that of charging for a 
deposit: ‘‘We don’t want to penalize 
a customer for putting his money in 
our bank.” Our committee decided, 
after consideration of this and similar 
ideas, that in the interests of fairness 
it is necessary to apply to each oper- 
ation the costs that it is responsible 
for. Here, for example, are two 
accounts of identical size, drawing the 
same number of checks and depositing 
the same number of items per month. 
Account A makes a weekly deposit, 
which means one ledger credit entry 
per week. Account B makes a daily 


deposit, necessitating six ledger credit 
entries per week. Obviously, B causes 
the bank a greater expense than does 
A. He must, in fairness, be charged 
for the expense he causes. And if the 
bank employs any subterfuge, such as 
putting into some other analysis classi- 
fication a loading to cover the cost of 
handling deposits, it is not only intel- 
lectually dishonest but also it makes 
A pay more than his fair share and 
lets B off with less than his fair share. 
There is no need to amplify the reason- 
ing or show the similar application to 
other types of service received by 
depositors. 

Good banking in this country cannot 


report @r. Rokahr’s committee urges uniformity of methods 
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TREATMENT OF SMALL AND RELATIVELY INACTIVE ACCOUNTS 


There may be banks which for one reason or another, cannot, or do not wish to offer checking 


account service to the mass-market, preferring to limit their services to a select group of depositors. 
Such banks would probably care little if they were charged with discrimination against the small de- 


tor, the first question is how to determine the amount 


inasmuch as it is the national custom to settle 
too, should be analyzed monthly and 


arterly, semi-annually or annually 
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Although the “yardstick” used to measure small accounts may be adjusted to a certain extent in 
the interest of simplicity, equity and fairness (to both bank and depositor) should not be sacrificed 
merely to achieve absolute simplicity. Fundamentally, each account contributes to the bank's gross in- 
come in the same ratio that its average balance bears to the bank's average total deposits; and it is 
responsible for the bank's expenses to the degree that its owner requires service; consequently, it should 
.also contribute to the bank's net earnings in proportion both to its balance and activity. This can be 
assured only by account analysis. 


However, small, personal checking accounts rarely fequire the multiplicity of services which the 


Positor, since higher charges and higher minimum balance requirements are a necessary corollary to the 
policy they have adopted. 


However, it is believed that the majority of banks, if their facilities permit, will wish to extend 
their services to the greatest possible number of depositors and in that case, it is essential that every 
account, whether large or small, be “measured by the same yardstick” if the charge of discrimination 
is to be avoided, and if service charges, when made, are to be capable of justification and defense 


As a matter of fact, it is not the small accounts alone which many of the prevailing service charge 
methods discriminate against; because, in many cases, the so-called “measured” or “metered” plans 
which were adopted to simplify the analysis of small accounts, actually produce less income than would 
be obtained by regular analysis of those accounts and in such cases the discrimination is against the 











be provided on present loan and in- 
vestment opportunities and rates, and 
from this source alone. Figures pub- 
lished by the Federal Reserve Bank of 
New York disclose the importance of 
service charges in the current picture 
of net profits. In 1936 the reporting 
banks had left, out of every dollar of 
income after expenses, recoveries, and 
charge-offs, 31.9c. In that year 4.6c of 
every dollar of income, or about 14 
per cent of the net profit, came from 
service charges. 


[N 1937 the net profit ratio had de- 
clined to 16.2c. Service charges pro- 

vided 5c of every dollar of income, or 

about 31 per cent of the net profit. 

In 1938 the net profit ratio had de- 
clined to 9.9c. Service charges pro- 
vided 5.8c of each dollar of income, or 
about 59 per cent of the net profit. In 
brief, of the total net profit, only 41 
per cent came from sources other than 
service charges —despite the fact that 
many institutions were making service 
charges which were inadequate, or 
were making no service charges at all. 

If gross income is to be maintained 
at a level that will insure a net profit 
after provision for expenses and losses, 
interest paid on deposits must decrease 
—though we are not here concerned 
with discussing this problem —and 
service charge and other income must 
increase in proportion to the decrease 


See UNIFORM ANALYSIS—Page 28 
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LTHOUGH commodity financing 
A is usually thought of as the func- 
tion of the large city banks, a 
great deal of commodity paper ought 
to stay in the country. This follows 
naturally. After all, raw commodities 
originate in the country rather than 
in the city and, also, in nearly every 
non-metropolitan county there are 
wholesalers and jobbers. It is the 
place of the country bank to supply 
the necessary credits incident to sup- 
porting the raw commodities before 
they move to market on the one hand 
and to supply the credit required by 
the large scale distributors on the 
other. Neither group should be forced 
to go outside the home community for 
its legitimate credit needs, either as a 
borrower from a distant bank or as 
the debtor of a distant manufacturer. 
The difficulty in keeping local com- 
modity credits at home or in supplying 
the needs of local borrowers lies in the 
fact that often, on their face, the 
proposed loans do not appear to be 
bankable. In many cases however, 
such loans can be put in bankable 
shape by resorting to a field ware- 
housing arrangement. One advantage 
of this is that by lending against field 
warehouse receipts a bank can go 


above its statutory lending limit where 
the borrower needs such accommoda- 
Under exception six of Section 
States revised 


tion. 


5200 of the United 
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Coommoprry Loans 
Jor Country Banks 


By 
H. B. FULLER 


President, the Sebastopol National Bank and the 
Analy Savings Bank, Sebastopol, California 


Commodity loans put on a bankable basis by field 


warehousing arrangements constitute a legitimate 


and profitable revenue source for country banks, 


according to the writer, who cites the experience 


of his own institution with credit of this nature 


statutes it is provided that in addition 
to the 10 per cent basic limitation a 
national bank may, where the security 
consists of “‘warehouse receipts trans- 
ferring or securing title of readily 
marketable, non-perishable staples,” 
lend additional amounts as follows: 

15 per cent of its capital and surplus 
when the security is 115 per cent of 
the face of the obligation. 

20 per cent of its capital and surplus 
when the security is 120 per cent of 
the face of the obligation. 

25 per cent of its capital and surplus 
when the security is 125 per cent of 
the face of the obligation. 

30 per cent of its capital and surplus 











when the security is 130 per cent of 
the face of the obligation. 

35 per cent of its capital and surplus 
when the security is 135 per cent of 
the face of the obligation. 

40 per cent of its capital and surplus 
when the security is 140 per cent of 
the face of the obligation. 


HUS under certain conditions a 

national bank can lend up to 50 per 
cent of its capital and surplus to a 
single borrower. State bank limita- 
tions vary, but in most states the 
statutory lending limit is also sub- 
stantially raised when loans are secured 
by field warehouse receipts. And if 


Field warehousing arrangements can assist the country bank in meeting the credit needs of its communi 
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Main Street in Sebastopol, showing affiliated banks on prominent corner in right foreground 


the requirements of a borrower should 
exceed the legal limit accorded a 
country bank, it can easily arrange 
with its correspondent city bank to 
carry the excess. 


DON’T mean to suggest that a 

banker should lend beyond what he 
considers is a prudent amount for his 
bank simply because he can. Instead, 
I am merely pointing out that by thus 
collateralizing a loan the lending bank 
gains an increased flexibility in meet- 
ing the needs of an exceptional bor- 
rower. This applies with equal force 
where the loan limit is not a considera- 
tion, but where the borrower needs 


more credit than a bank can prudently 
grant as an open line. 

For example, take the case of one 
of our local wholesalers, who has been 
on our books for four or five years. 
(He happens to be a liquor distributor, 
but the same principles would apply 
if he were a wholesaler of groceries, 
hardware or oil.) At times this cus- 
tomer of ours needs about $30,000 of 
bank credit to support his inventory 
position, although in the interests of 
good banking we could not give him 
an open line of that amount. There- 
fore we ask that he create a field ware- 
house on his property. Under this 
arrangement, the customer’s inven- 


tory, although it remains in his own 
warehouse, is under the control of a 
disinterested warehouseman who issues 
a receipt for the goods stored. This 
receipt is then pledged with us as 
security for our loan. In effect we 
have the customer’s inventory under 
lock and key as our loan collateral. 
So long as this receipt remains in our 
custody, the customer cannot reach 
his inventory without our consent. He 
is as completely divorced from the 
physical control of the collateral back 
of our loan as if it were stored in our 
own vaults. As, in the normal course 
of his business, he makes sales, we 
authorize release of the required 


ubling it to make commodity loans to local borrowers not eligible for extensive open line credit 
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merchandise upon a corresponding re- 
duction in the loan 

As a _ practical matter, in this 
particular instance, we don’t go quite 
so far as to require an individual release 
on each item withdrawn. We have 
authorized the warehouseman to re- 
lease up to $1,000 worth of mer- 
chandise without our specific per- 
mission. This obviates the necessity 
of our customer coming to the bank 
half a dozen times a day. 

A loan of this kind requires con- 
siderable incidental detail Our cus- 
tomer’s inventory consists of a large 
number of different items and his 
withdrawals for resale are in small lots. 
He may, for example, put a hundred 
cases of something we will call X under 
the loan and then withdraw the lot 
over a period of six months, one and 
two cases at a time. This means that 
we have to carry a running inventory 
along with the other papers in the 
transaction. As each sale is made and 
reported to us, we release the goods 
involved and correct our inventory 
position accordingly, so that our posi- 
tion will at all times match the position 
in the warehouse. Naturally, con- 
sidering the detail involved mistakes 
are bound to occur and hence it is 
necessary to check our inventory 
against that of the warehouseman at 
periodic intervals so that differences 
can be corrected promptly. 


LSO in the case of any loan sup- 

ported by field warehoused collat- 
eral, it is necessary that we are satisfied 
with the adequacy of the storage 
facilities and that the goods stored 
are properly protected by insurance 
against fires, floods and other such 
catastrophes. The field warehousing 
company, who in this case acts as the 
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field warehouseman—in legal termi- 
nology, “‘the bailee for hire’ — guaran- 
tees that he has received certain goods 
when he issues his receipt and guaran- 
tees to deliver up these goods only on 
a properly executed release. How- 
ever, he cannot guarantee their condi- 
tion at the time of the release. Thus 
on a recent inspection trip it occurred 
to me that, as mo collateral was packed 
in glass, it might be destroyed in case 
of an earthquake. As a result, it is 
likely that we may decide to require 
that the borrower obtain insurance 
to protect us from loss in that quarter. 

Although it is not in this bank, a 
similar type of loan to that of the 
liquor distributor came to my atten- 
tion the other day. In this instance 
the borrower was a company operating 
a lumber yard and doing a gross busi- 
ness of around $700,000 a year. To 
do this it had to maintain an inventory 
of from $80,000 to $100,000. This 
was purchased raw and finished at the 
yard and the company was up against 
it to obtain adequate financing for its 
operations. Its bank could let it have 
only a small unsecured line and hence 
it was forced to give trade acceptances 
and discount its accounts receivable. 
This did not work out to the satisfac- 
tion of anyone, so an arrangement was 
worked out whereby all the lumber in 
the yard was field warehoused and the 
resulting receipts made the basis for a 
bank loan of $50,000, a sum adequate 
to take care of all the credit needs of 
the business. 

I might say here that the very 
essence of any loan made against field 
warehoused collateral is the complete 
independence of borrower and ware- 
houseman. The latter and his em- 
ployees must not have even a vicarious 
interest in the success or failure of the 


borrower’s business. Their relation- 
ships must be as impersonal as are 
those between a bank and its customer 
when the one takes in the securities of 
the other for safekeeping. Under a 
safekeeping agreement a bank pledges 
itself to return the property involved 
to the rightful owner when ownership 
is established and only then. The 
field warehouseman holds a similar 
custodianship and his reputation and 
integrity must be clearly established, 
just as the integrity of any of the 
bank’s employees must be clearly 
established. 


URNING now to the conversion of 

the commodities a community pro- 
duces into bankable paper, a field 
warehouse is often helpful. Here in 
Sonoma County, for one thing, we 
produce a considerable quantity of 
dried fruit. But the production is 
scattered over a wide area and the 
output of individual farmers is often 
small. There have been times, how- 
ever, when it was important that these 
farmers be able to borrow on their crop 
in the interim between harvest and 
market, if they were to obtain the best 
possible prices. To accomplish this a 
central field warehouse was set up to 
which the individual farmers delivered 
their crops against the warehouse- 
man’s receipts. We then took these 
in as collateral for individual farmer 
loans. In such transactions as this 
the lender must make certain that 
each lot of fruit going into the ware- 
house is clearly marked so that there 
can be no question as to the exact 
nature of the goods behind each 
receipt. That is, the various lots 
must be so clearly indicated that there 
is no chance of confusion of the 

See COMMODITY LOANS—Page 40 


President H. B. Fuller, and the credit department of the Sebastopol National and Analy Savings Banks 
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The CLEARING HOUSE of PICTURES 


SIR CHARLES BLAIR GORDON ... One of Canada’s leading bankers 
and industrialists, Sir Charles Gordon, president of the Bank of Montreal, 
died at the age of seventy-one in Montreal on July 30. He was also president or 
director of numerous other enterprises. He came into banking as a director of 
Molson’s Bank, which the Bank of Montreal absorbed. During the Great War, 
Sir Charles was director-general of war supplies for Great Britain with head- 


quarters in Washington. 


LEO T. CROWLEY and PHILLIPS L. GOLDSBOROUGH ... Presi- 
dent Roosevelt’s nomination of Mr. Crowley and Mr. Goldsborough for additional 
six-year terms as directors of the Federal Deposit Insurance Corporation, beginning 


SIR CHARLES BLAIR 
GORDON 


LEO T. CROWLEY 


PHILLIPS L. 
GOLDSBOROUGH 


EMMETT F. CONNELY 


RAY O. BRUNDAGE 


ROBERT C. WATSON 


September 6, has been confirmed by the Senate. 
Before he assumed office as director and chairman 
of the FDIC in 1934, Mr. Crowley had been 
director of the Farm Credit Administration in the 
Northwest, and president of the State Bank of Wis- 
consin, at Madison. Mr. Goldsborough was United 
States Senator from Maryland from 1929-1935. 


RAY O. BRUNDAGE ... Executive man- 
ager of the Michigan Bankers Association since 
1934, Mr. Brundage was elected president of 
the Central States Conference at the 28th annual 
meeting held July 13-14 in Detroit, Michigan. He 
succeeds William Duncan, Jr., secretary of the 
Minnesota Bankers Association. 


EMMETT F. CONNELY... Mr. Connely, 
who is president of the First of Michigan Corpora- 
tion, Detroit, Michigan, has been nominated as 
president of the Investment Bankers Association 
of America for 1939-40. This is tantamount to 
election at the association’s annual convention at 
Del Monte, California, in October. 


ROBERT C. WATSON, WILLIAM G. 
WATSON ...It was a double celebration on 
August 12 for these two Rochester, N. Y., bankers, 
twin brothers, for it marked the 50th yearin bank- 
ing for both of them. They both began their 
careers as messengers on the same day: Robert C. 
with the Rochester Trust and Safe Deposit Com- 
pany, of which he is now president; and William G. 
with the Commercial National Bank of Rochester. 
The latter is now vice-president of Lincoln- 
Alliance Bank and Trust Company of Rochester. 


WILLIAM G. WATSON 
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CANADIAN BANKING 














a 


By JAMES MONTAGNES 


Central Mortgage Bank 
Appointees 


The recently organized Central Mort- 
gage Bank as a subsidiary of the 
Bank of Canada (The Burroughs 
Clearing House, July) began operations 
on July 14 with a meeting at the Bank 
of Canada Building at Ottawa of the 
members appointed by the govern- 
ment. The executive committee con- 
sists of Graham F. Towers, governor 
of the Central Mortgage Bank and the 
Bank of Canada; Donald Gordon, 
deputy governor of the Central Mort- 
gage Bank and the Bank of Canada; 
Dr. W. C. Clark, Deputy Minister of 
Finance; and F. W. Wegenast. K. C.. 
Toronto barrister. Two other direc- 
tors appointed are Philip A. Chester, 
general manager of the Hudson’s Bay 
Company, Winnipeg, and J. A. Bril- 
lant, industrialist of Rimouski, Que. 
Head office of the Central Mortgage 
Bank is at Ottawa 

D. B. Mansur, thirty-four-year-old 
actuary of Montreal, has been ap- 
pointed general superintendent of the 
Central Mortgage Bank A graduate 
of the University of Manitoba, he 
joined the actuarial department of the 
Sun Life Insurance Company olf 
Canada at Montreal in 1924. During 
the last ten years he has been con- 
nected with the real estate activities 
of the Sun Life Insurance Company, 
and since 1935 has been Inspector of 
Mortgages, giving him wide experience 


Non-banking directors on the six-man board of the Central Mortgage Bank, 


PHILIP A. CHESTER 











D. B. MANSUR 


Mr. Mansur, 34-year-old actuary 

from Montreal, has been appointed 

general superintendent of the new 
Central Mortgage Bank 


with farm and urban 
throughout Canada. 
Other appointments to the Central 
Mortgage Bank are officials of the 
Bank of Canada, Ottawa, where they 
occupy similar positions: D. G. Marble 
as secretary, H. R. Extence as chief 
accountant, and E. Fricker as auditor. 


mortgages 


J. A. BRILLANT 


J. E. Coyne of the research depart- 
ment of the Bank of Canada becomes 
deputy secretary of the Central Mort- 
gage Bank. 

Close to $500,000,000 in farm and 
urban mortgages come within the 
operations of the Central Mortgage 
Bank, which functions with the volun- 
tary co-operation of the various lend- 
ing organizations, most of whom are 
expected to join in aiding the reduction 
of interest rates to 5 per cent and in 
new financing of mortgages over a 
period of twenty years. 


° ° Sd 


Foreign Capital Flows 
to Canada 


Canadian banks are being consulted 
by a growing number of European 
industrialists on the establishment of 
their industries in Canada. Canadian 
banks estimate that there is about 
$25,000,000 in bank vaults in Montreal 
and Toronto belonging to European 
industrialists and capitalists awaiting 
favorable Canadian investment in 
going Canadian concerns or in new 
industries. Canadian banks are mak- 
ing reports on Canadian industries for 
these clients, are bringing owners ol 
unused industrial sites and_ build- 
ings together with these depositors. 
Towards the end of July there were, 
according to authoritative banking 

See CANADIAN BANKING—Page 35 
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OURT VECISIONS... 


Validity of contract beyond bank’s corporate powers... Effect on note 


of a contradictory agreement... Instances where endorsers may escape 


liability....A ruling as to the extent of an instrument’s legal life 


National Bank’s Contract 


A national bank may avoid liability 
on a contract beyond its powers, even 
where the bank has received and 
retained a benefit under such a con- 
tract, according to a recent Federal 
decision. 

The usual rule of law is that where a 
corporation has entered into a contract 
which it has no power to make, the 
courts will not disturb the transaction 
when such a contract has been fully 
executed. Similarly, where a _ cor- 
poration has received and retained 
benefits arising from such an ultra 
vires contract, it is prohibited from 
attacking the validity of the contract. 

Conceding that these are the estab- 
lished rules of law, the United 
States Circuit Court of Appeals never- 
theless declares: 

‘‘However, in the later decisions 
covering ultra vires transactions of 
national banks, such contracts are in 
general held to be unenforceable. 
Where a statute prohibits liability, the 
bank may plead its want of authority 
even where it has received and retained 
« benefit under such a contract. More- 
over, even though the statute does not 
expressly prohibit the transaction and 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


where the prohibition is implied only 
from the failure of the statute to grant 
the power, the bank may plead its 
want of authority.” 

In support of its decision the court 
cited several authorities for the propo- 
sition that a national bank cannot 
under any circumstances be held liable 
on a contract not within its corporate 
powers. (Birdsell vs. Anderson, 104 
Federal Reporter, Second Series, 340.) 


o Sf o 


Agreement Contrary to Note 


Where an agreement or other docu- 
ment drawn contemporaneously with 
a note or draft contains provisions 
contrary to the note or draft, does 
such a contradiction affect the liability 
of parties otherwise liable on the 
note or draft? 


This question was raised in a recent 
Texas case wherein a collection receipt 
was in effect contradictory of a draft 
on which suit was brought. 

Discussing this situation the court 
said: 

“Here contradictory instructions 
were given. In the face of the draft 
it was directed that the collection be 
made for the account of a customer. 
In the receipt the drawer directed that 
collection be made for himself. If the 
collection receipt were not contradic- 
tory of the draft, the two instruments, 
made as a part of one transaction, 
would be construed together. A con- 
temporaneous instrument or agree- 
ment, the provisions of which are 
repugnant to a note or draft will not 
be construed as a part of the note or 
draft. When there is such repugnancy, 
effect will be given to the provisions 
of the note or draft, which will be 
regarded as constituting the primary 
contract.” 

Some courts have held that where a 
maker’s liability on the note may be 
affected by the terms of a separate, 
contemporaneous contract, an en- 
dorsee of the note does not take the 
note as a holder in due course if the 
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terms of the contemporaneous con- 
tract are brought to his attention 
before or at the time he receives the 
note. Such knowledge of the con- 
temporaneous contract may operate 
to “put him on inquiry” as to whether 
or not the maker’s liability on the 
note has been affected by the con- 


tract, such as by a default by the 
other party. Different courts have 
taken different views on this question, 
but a bank should act cautiously in 
discounting a note where the bank 
knows that the note is incidental to 
another contract. (Peavy-Moore vs. 
First National Bank, 128 Southwestern 
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Reporter, Second Series, 


Sf e 


1158.) 


Endorser Not Liable 
Banks may be startled to learn that 
endorsers on notes may escape liability 
See COURT DECISIONS—Page 36 


Rotary Record System for Banks 











HERE is a trend today, a very 

definite trend, away from cus- 
tomer-lines at teller windows, through 
the installation of the most modern 
devices obtainable to speed and facili- 
tate the teller’s routine. It is rec- 
ognized that the customer’s time while 
he is waiting in line tends to assume 
an exaggerated value; seconds become 
minutes and every delay, no matter 
how slight, usually looms large and 
chafes badly. 

Perhaps the delay which the cus- 
tomer experiences while his signature 
is being checked may be the very 
factor that irritates or offends him, 
particularly if the routine has not 
been refined to minimize both the 
time consumed and possible offense. 

Some time ago there came to our 
attention a file designed on an entirely 
different idea from the customary plane 
or flat type we were then using and 
we immediately recognized its value 
as a signature file. Its adoption has 
not only improved the speed of veri- 
fication but has reduced to a minimum 
the offensive gesture which generally 
accompanies any act of reference. 

This file operates on a_ rotary 


principle, the contents being appended 
from a rail on the outer circumference 


By THEODORE LELY 


Assistant Cashier, The Northern Trust 
Company, Chicago, Illinois 





Close-up of rotary file suspended 
below counter 


of a wheel. Rotation of the wheel 
quickly brings the cards to any 
desired reference position. The cards 
are punched and slotted to fit the 
rail, and can easily be added or 
removed. 

The entire mechanism is suspended 
below the cage counter and its oper- 





Rotary file installations in teller cage (left) and bookkeeping division (right) at The Northern Trust Company 

















ation and access is through a cut-out 
in the top of the counter. Such 
installation permits the teller to verify 
the signature by a mere turn of the 
wheel without exposing the cards to 
anyone but himself. The cards, being 
suspended, automatically divide or 
separate at the top of the wheel, which 
is the natural reference position, allow- 
ing tellers to make their selection with 
one hand while holding the check in 
the other. The fact that all cards are 
concealed under counter space affords 
more working space for the teller, and 
improves the appearance of his cage. 


EN wheels, each of three thousand 

card capacity, are used in our tellers’ 
cages. Another ten such wheels are 
used in our bookkeeping division 
where they are a built-in feature of 
the check-payers’ desks, and wheels 
of varying sizes have been installed in 
several other departments. 

When we changed over from the 
old to the new system, the construction 
of the wheel permitted the use of the 
cards then in stock, it being necessary 
merely to punch them to fit the rail. 
The entire transition was completed 
during a bank holiday on our own 

See BANK FILES—Page 34 
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WEST UNION BANK 


West Union. 


West Virginia 


Installs a 


BRANDT COIN SORTER AND COUNTER 








WATERTOWN 








The West Union Bank, West Union, West 
Virginia, which is located in a community of about 
984 persons, and which, according to Rand 
McNally’s Bankers Directory, had deposits of 
$541,000 on December 31, 1938, recently pur- 
chased a Brandt Coin Sorting and Counting 
Machine. 


A Machine for Both Large 
and Small Banks 


This installation and others in banks in rela- 
tively small communities, such as the following, 
are proof that the Brandt Coin Sorter and Counter 
is not for large banks alone. 

Bank of Pocahontas, Pocahontas, Arkansas 
The National Bank, Toledo, Iowa 

First National Bank, Neodesha, Kansas 
Beaver Dam Deposit Bank, Beaver Dam, Ky. 
Bank of Romney, Romney, West Virginia 
Jefferson County Bank, Jefferson, Wis. 
Farmers & Merchants Bank, Jefferson, Wis 
Richland County Bank, Richland Center, Wis 
First National Bank, Viroqua, Wis. 

The time and expense that is saved by these 
machines makes them an excellent investment for 
banks of all sizes. A list of users of Brandt 
Coin Sorting and Counting Machines shows banks 
in cities ranging in size from West Union, West 
Virginia, to and including New York City. 


Accuracy—Speed— Durability 


Accuracy, speed and durability are features of 
the Brandt Coin Sorter and Counter. To operate, 
merely place a mixed lot of coins in the hopper 
and snap on the switch. Coins are sorted and 
counted by denomination approximately eight 
times as fast as by hand, and with absolute 
accuracy, by a machine that is durably constructed 
to give many years of service. 


OTHER BRANDT PRODUCTS: 
Brandt Automatic Cashiers 


(Coin PayinGc MACHINEs) 


Coin Counters and Packagers 
Coin Storage Trays 
Coin Wrappers and Bill Straps 


Brandt Automatic Cashier Co. 


WISCONSIN 











FREE TRIAL 


Before purchasing a Brandt Coin Sorter and 
Counter, the progressive West Union Bank knew 
exactly what the machine would accomplish and 
the time and money it would save because they 
had given it a trial without cost or obligation 
right in their own bank. This trial opportunity 
is open to you. Write for a free trial—or send in 
the coupon below requesting further information. 
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BRANDT COIN SORTER AND COUNTER 


MAIL THIS COUPON TODAY ! 
BRANDT AUTOMATIC CASHIER CO., 
WATERTOWN, WISs. 
Without cost or obligation please send information regarding the following BRANDT 
products: 
CJ Brandt Automatic Cashiers | Coin Sorters and Counters 
i Coin Counters and Packagers ae Coin Storage Trays 

(_] Coin Wrappers and Bill Straps 


Peete ...... 


Send: Attention. ....-............. 


In writing to advertisers please mention The Burroughs Clearing House 
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THE 
PUBLIC 
NATIONAL 


BANK 
ANS 
TRUST COMPANY 
OF NEW YORK 








Service — Maintaining an 
intimate, personalized corre- 
spondent bank service. 


cials with 
years of servicé in this field, 
assuring a knowledge of re- 
quirements and valuable as- 
sistance. 


Policy — To cooperate with 


out-of-town banks rather than 
compete for business which is 
rightfully theirs. 





Resources over 


ESTABLISHED 1908 


MEMBER 
NEW YORK CLEARING HOUSE ASSOCIATION 
FEDERAL DEPOSIT INSURANCE CORPORATION 











SUPPLY vs. DEMAND 


Supply and Demand are basic 
measures applied in a 12 page weekly 
service for Traders and Investors 
who desire to supervise their own 
accounts. 

The continuity of the S,D Com- 
ments upon 272 active stocks also 
are valuable to Bankers, Investment 
Counsels and Management Firms 
desiring to counter-check their 
opinions of known value considera- 
tions with price positions and expect- 
ancies as reflected by Supply and 
Demand. All stocks are graded for 
merit preferences and percentaged 
to assist switches. 


Write for Bulletin C3—ineluding Sample Edition. 


S’‘D REPORTS 


HENRY WHEELER CHASE, Commentator 
110 East 42 Street New York, N. Y. 
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The BOOKLET COUNTER 
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Booklets listed below are offered without charge or obliga- 


tion to bank officers and other executives. 


Address your 


requests, on your bank or company’s letterhead, to 


THE EDITOR, THE BURROUGHS CLEARING HOUSE 


SECOND AND BURROUGHS AVENUES 


New Booklets 


COLLATERAL FOR RENT ... Description 
of a plan whereby a personal loan applicant, 
unable to provide security acceptable to 
banks, can rent this security in the form of a 
surety bond at an average monthly rate of 
27 7-10 cents per hundred dollars borrowed 
for eighteen months. 


FEDERAL HOME LOAN SYSTEM ... 
This 20-page booklet, prepared by a member 
association, outlines the duties of the Federal 
Home Loan Bank Board, the insurance of 
accounts by the Federal Savings and Loan 
Insurance Corporation, the functions of the 
Federal Associations and the types of invest- 
ment offered by them to the public. 


TALKS ABOUT CHECKING ACCOUNTS 
...A-series of 12 enlightening discussions on 
bank checking service, particularly in regard 
to the smaller account .. . its profitability 
and customer relations value, potential 
market, how it should be priced, how it can 
be sold, and similar pertinent observations. 


COMPETITIVE BIDDING FOR NEW 
ISSUES OF SECURITIES... The direct 
negotiation method of underwriting new cor- 
porate financing, as opposed to open com- 
petitive bidding for such issues, is upheld in 
this 73-page pamphlet prepared by a member 
of a New York investment house. The study 
claims that competitive bidding works 
against small underwriters, and often results 
in prices too high or too low. 


LIGHT THE WAY TO EFFICIENT 
OPERATIONS A 14-page booklet 
picturing installations in financial institutions 
of illuminated equipment for facilitating the 
guidance of customers to proper departments. 


Booklets Still Available 


INDUSTRIAL RESERACH LOOKS AT 
TOMORROW .. . Two thousand leading 
research directors were asked: What will be 
the outstanding contribution from your field 
of research during the next three years? 
Their answers, presaging notable changes in 
many major industries, have been condensed 
into an unusually interesting 17-page survey 
published in limited quantity by a bank 
widely known for its research advisory 
service. 


1914 and TODAY ... Believing that bankers 
and others interested in the management of 
security portfolios are vitally concerned with 
the possible effect of a war in Europe, a New 
York investment house has prepared this 
analysis contrasting the present business and 
financial situation with conditions that 
existed in 1914. 


THE WINGS OF BUSINESS ... A 23-page 
booklet featuring the uses of pneumatic tubes 
for fast communication service in banks, 
insurance companies and other lines of busi- 
ness. Pages 5-6 contain a description of 


In writing to advertisers please mention The Burroughs Clearing House 


DETROIT, MICHIGAN 
° 


specific applications for banks, such as the 
use of dispatch carriers between tellers and 
bookkeepers for fast, unobtrusive verification 
of customer signatures, etc. 


OUTLOOK FOR THE BANKING BUSI- 
NESS... There are many reasons to believe 
that the worst period for bank earnings is 
over, a firm of bank portfolio consultants 
declares. In an 11-page booklet it points to 
various signs in domestic and international 
political, economic and financial conditions 
which indicate an upward movement in 
interest rates. 


6 COMMON LEAKS IN OFFICE OVER- 
HEAD ... This interesting booklet points 
out how $10,000,000 annually is lost unneces- 
sarily as the result of old-fashioned methods 
of office operation. A typical case discloses 
an unsuspected loss of $140 out of a $760 
monthly mailing bill. The booklet cites 
definite means by which such losses may be 
eliminated. 


CURRENT TRUST DECISIONS ...A 
monthly digest of the important decisions 
from state and Federal courts affecting wills, 
trusts and taxation. An example of a con- 
venient service which enables trust officers 
to keep abreast of legal developments, 
particularly pertaining to the administrative 
and new business policies of a Trust Depart- 
ment. 


FOREIGN EXCHANGE QUOTATIONS 
. . . A large New York bank is distributing 
this new folder which lists virtually all foreign 
currencies and gives the rates in dollars as 
currently quoted in the New York market. 
For obscure currencies, the folder gives the 
latest rates available. 


MODERN CHECK DESIGNS... Banks 
are becoming more and more conscious of 
the imporant part their checks may play in 
a public relations program, and as an adver- 
tising medium. A folder containing an 
assortment of up-to-date designs will be sent 
to bankers who are interested in improving 
their checks. 


CAN I MAKE A LIVING AS A LIFE 
INSURANCE REPRESENTATIVE? ... 
A good booklet to pass on to some capable 
young fellow who’s looking for a job or who 
hasn’t decided just what he wants to do, or 
a responsible older man who hasn’t found his 
right place in life. 


DIRECT VISION SORTER ... A new sort- 
ing device for letters, checks, and other items 
is described in an advertising folder that will 
be of interest to bank operating men. 


SURVEY OF THE BOND MARKET ... 
An eight-page brochure in which factors 
affecting the market are analyzed. Charts 
and supplementary data provide graphic 
pictures of the movement of the market as a 
whole and for railroad, utility and industrial 
bonds specifically. Issues are analyzed with 
definite buy, hold or sell advice. 
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ROBERT M. 
HANES 


(CONTINUED FROM PAGE 9) 
colleges and universities, training them 
from the very beginning by giving 
them experience in various depart- 
ments, thus building and developing 
the staff from within. He never hesi- 
tates to delegate responsibility, and is 
quick to reward merit. 

“The management is constantly 
watching each of you,” he declared 
recently at a biennial meeting of more 
than 300 officers and employees from 
all offices. ‘“‘We are continually striv- 
ing to appraise fairly and honestly the 
value of each, but if you are satisfied 
simply to go through the motions of 
the position you hold, without any 
effort to improve yourself or your 
work, you have only yourself to blame 
if you are not promoted.” 

The Wachovia Bank and Trust 
Company has a system for rating all 
employees at regular and frequent 
intervals. The system is so devised 
that there is little possibility of par- 
tiality and no employee can be over- 
looked. All employees are given group 
insurance without cost and if any 
require hospitalization the bank pays 
the expense up to $5 per day for a 
maximum period of thirty days in 
any year. 


OBERT Hanes believes that sound 

management is the key to banking 
problems. He has preached the doc- 
trine of good management in many 
states and he insists upon its practice 
in his own institution. 

“Sound bank management is simply 
the ability to employ depositors’ 
money profitably and usefully and be 
prepared to return it upon demand. 
Everything else that a bank does is of 
secondary importance, and all its 
activities and policies must be con- 
sistent with that one main function,”’ 
he recently told the bankers of North 
Carolina at their annual convention 
in Pinehurst. 

Further analysis of his management 
philosophy reveals the specific factors 
which, in his opinion, combine to 
produce a soundly operated bank. 
They are as follows: 

1. Intelligent loan administration 
based on full credit facts. “In the 
lending of money the days of trial and 
error are over. We must deal in facts. 
Lending procedure can be reduced to a 
scientific formula if we take the 
trouble to do it, and if we have the 
courage to ask for the facts. We do 
not discard the human elements of 
character and capacity, but we rec- 
ognize them as definitely determinable 
factors, just as assets and liabilities, 
but they are not to be determined by 
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BUT IT PAID ME TO MAKE THIS EXCEPTION” 


- HE OTHER DAY I had occasion to 

go over some of our ’37 records. It 
gave me a real shock to see how messy they 
were, especially where a correction had 
been made. On some sheets the figures were 
hardly readable. Worse still, the paper was 
already wrinkled and dog-eared—after just 
two years. I wondered how our records 
would look in ten. 


“Next day I ran across an ad for Hammer- 
mill Ledger which offered a solution. I 
clipped the coupon and mailed it. Back 
came a Working Kit with a collection of 
forms on Hammermill Ledger. I turned 
them over to my assistant. ‘Try this paper 
out,’ I told him. ‘Hand writing, typing, 


erasing, rewriting, folding—give it a real 
. and showed me it was 


test! He did.. 
pei RN, 
” LEDGER 
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better in every way than the paper we’d 
been using. That sounded good to me, so I 
talked price with our printer. His quotation 
sounded good, too. 


“But what really convinced me was a 
folder that came with the Working Kit— 
‘The Endurance of Hammermill Papers.’ 
This folder was printed on Hammermill 
Ledger in 1929. Ten years ago—but it was 
still as crisp and clean as the records we 
wrote last fall. 

‘“‘We’re standardized on Hammermill 
Ledger now. Our records are neat, clean, 
accurate. And in 1949 they’ll still be that 
way. To my way of thinking that’s quite 
a handsome return on an investment of 3¢ 
for a stamp to mail a coupon.” 

HERE’S THAT COUPON ...CLIP IT NOW! 
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hearsay, or belief, or by a hunch.” 

2. An investment policy based on 
liquidity and safety rather than high 
yields or trading profits. “In planning 
an investment program we must go 
back to our fundamental responsi- 
bility, the ability to return deposi- 
‘tors’ funds upon demand. On no 
other basis has a commercial bank any 
right to place these funds in any type 
of security. We must discard all 
desires for trading profits and high 
yields and make up our minds that we 
are to be content with whatever yields 
are obtainable in following principles 
of safety.” 

3. A thorough knowledge of operat- 
ing costs and adequate compensation 
to cover these costs. ‘““The banker 
who does not know his costs is simply 
working in the dark. Operating at a 
profit today offers a very real challenge 
to management with no promise of 
improvement in interest rates or bond 
yields in the near future. Yet there 
are banks today which have not made 
any effort to analyze their costs and 
lack sufficient courage to ask for 
adequate compensation from those 
they serve.” 

4. A carefully selected and well 
trained personnel. “It is presumed 
that those who enter the banking 
business are possessed of the basic 
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qualities of honesty and integrity, 
otherwise, they do not belong in the 
banking business. Beyond that, bank- 
ing is a question of brains, courage, 
initiative and_ personality If we 
have the brains to analyze each prob- 
lem and arrive at an intelligent solu- 
tion of it, and then have sufficient 
courage to act on the conclusion and 
enough personality to sell it to our 
customers, there is no stopping our 
sound and successful growth ” 

5. Adaptation and merchandising 
of bank services. “Like any alert 
manufacturer, the banker must con- 
stantly improve and adapt his product 
to changing needs. In our institution 
we are advertising for and making 
term loans to industry, property im- 
provement loans, personal installment 
loans and other types of loans that 
commercial banks never thought of 
ten years ago. Credit can and should 
be merchandised just as any other 
useful product.” 


[XN the broad field of American bank- 

ing Bob Hanes feels that there is 
still much to be done. He is convinced 
that our banking system must attain 
a degree of performance that will itself 
demonstrate the uselessness of further 
governmental encroachment upon the 
banking business. 
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During recent months he has ap- 
peared before many state banking 
associations to urge closer co-operation 
with the work of the A. B. A. “As 
American banking faces the future it 
is imperative that its forces be effec- 
tively organized to meet the needs and 
cope with the problems that lie ahead,” 
he declares. 

“The need for better standards of 
management, safeguarding the bank- 
ing system against mistakes of the 
past, decreasing loan volume and low 
interest rates, large holdings of bonds 
in bank portfolios, higher operating 
costs and increasing taxes, voluminous 
legislation and regulation, the neces- 
sity of adapting banking services to 
changing needs—these are conditions 
that challenge the ingenuity and intel- 
ligence of banking executives. We 
cannot hope to deal successfully with 
these conditions except through organ- 
ized effort. 

“Today the American Bankers As- 
sociation, representing in its member- 
ship more than 80 per cent of the 
country’s banks, is directing its ener- 
gies and its resources to the problems 
presented by these situations, and in 
so doing is rendering both banks and 
the public a very distinct service. 
Through this association we attack 
our problems with a united front; 
through organized effort we are accom- 
plishing results which no_ smaller 
group could possibly attain.” 

And to the task of carrying on this 
work so ably begun by his predeces- 
sors, Bob Hanes brings an untiring 
spirit. 

+ . ¢ 


UNIFORM 
ANALYSIS 


(CONTINUED FROM PAGE 17) 


in income from loans and investments. 
This income must not, however, come 
from an arbitrary increase in service 
charge rates. It must come from more 
accurate analysis, first of our own costs 
and then of our customers’ accounts on 
the basis of our costs, plus a reasonable 
profit. 

Looking at it from another direc- 
tion, back in the years when return 
was higher from loans and investments, 
the earnings derived by a bank from 
the depositor’s funds were sufficient to 
make a great many accounts profitable 
to the bank. Today, with yields down, 
many more of these accounts have 
slipped across the line and have thus 
become unprofitable. The only oppor- 
tunity for the bank to make any profil 
at all from these accounts is by includ- 
ing a profit component in the price 
it charges for its services. And unless 


the bank derives a profit from the 
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account, the account is not justified in 
the institution so long as banking must 
make both ends meet with something 
left over for reserves and shareholders 
whose equity money is involved. 


HERE was little inclination to 

argue the point that service charges 
should be assessed on a basis of the 
a&tual costs of the service. However, 
the point was raised that many banks 
feel they cannot afford the expense of 
calling in competent consultants to 
determine their costs, and that their 
own personnel is not competent to 
arrive at cost figures. There is, of 
course, another method of cost de- 
termination open to such banks. If 
they can induce their neighbors to 
join in a group study such as that made 
last year in Massachusetts by con- 
sultants employed by the state bank- 
ers association, or such as are now in 
process in two New York State 
counties, this will supply an approxi- 
mation close enough to actual costs to 
provide guidance that will lead to a 
defensible analysis and service charge 
procedure. Incidentally, from my own 
experience in small banks as well as 
large, it is my personal opinion that a 


great many bankers who think their | 


institutions too small to warrant em- 
ploying outside experts for this pur- 
pose, would find that the outlay had 
been one of the most profitable invest- 
ments they had ever made. 
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There should be little room for dis- | 


puting that, with banks and bankers 
still occupying in the public mind a 
need for better public 


little “‘selling’”’ to show the customer 
and the public that a service charge is 
not arbitrary confiscation but rather 
that it is a fair charge which can be de- 
fended step by step to the final debit. 
To us who manage banks, it is a-b-c 
that sufficient earnings cannot be ob- 
tained from loans and investments at 
prevailing interest rates. To the 
customer, who probably still thinks of 
a bank as something that takes in his 
money without paying him for it and 
loans it out the same day at 6 per cent 
or better, it looks less fair. We would 
do well to take steps to show a more 
realistic picture of banking in 1939. 


HE steps involved in setting up an 

analysis procedure were listed by 
our committee as necessarily taking 
into consideration the following: 

1. The depositor’s average daily bal- 
ance. (Since a bank loans, invests, and 
sets up reserves on the basis of aggre- 
gate averages, it was decided that 
average balance rather than minimum 
balance is the only fair basis of figur- 
ing.) 

2. Float, if any, based on the Federal 

\eserve availability schedule. 
3. Legal and cash reserves, including 


relations it | 
might be worthwhile to attempt a | 
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HE'S OUR NEW FILE CLERK 


Many a truth is spoken in jest, 
and the ‘‘seventh son of a seventh 
son’’ could not find important 


papers in some files. 


However, crystal gazers are not 
needed in offices using Tri-Guard 
files and the Safeguard filing 
plan. These outstanding filing de- 
velopments speed up work, help 
eliminate errors, save tempers, 
time and money. 


Ask our local dealer for free illus- 
trated filing chart and demonstra- 
tion—or write direct to us. 








Globe-Wernicke 


Cincinnati, Ohio 
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Steel Storage 
Files 
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and Trust Co. 


Philadelphia, 
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—Because SAFE-T-STACK files were 
“tailormade” to fit the forms they con- 
tain, a remarkable space saving was 
effected. 


Because it was necessary to stack files 
14 feet high, Officers of this bank knew 
SAFE-T-STACK construction would pro- 
tect employees from falling or tipping files. 


If you need modernized, economical pro- 
tection for your inactive bank records, 
clip the coupon and send it to The Steel 
Storage File Co., 2216-18 W. 63 St., 
Cleveland, Ohio 
The Steel Storage File Co. 
Cleveland, Ohio 
We want to modernize our record storage 0 
We are interested in a record destruction schec 
Send your representative 
Send us literature on your files 
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Address 
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all uninvested funds, except that where 
a substantial part of the uninvested 
funds is carried to meet the probable 
requirements of one or more large 
accounts in which balance fluctuations 
are extreme or abnormal, the abnormal 
portion of the uninvested funds should 
be reflected in the analyses of the ac- 
counts for whose benefit they are 
carried. As to the argument that de- 
positors are not properly chargeable 
with all uninvested funds because it is 
not their fault if the bank is unable to 
invest their money, the committee 
agreed that if loans and securities suit- 
able for the investment of depositors’ 


| money were available, the bank would 


be quick to acquire them. If the bank 
fails to keep invested up, it is because 
in the judgment of the management 


_the loans and investments offered are 
| not suitable risks for its depositors’ 


| funds. 


Since funds left uninvested for 
this reason produce no income, a de- 
positor certainly should not be allowed 
credit for that part of his balance 


| which was held uninvested for his own 





| 
| 
| 


protection. It might as reasonably be 
argued that it is not the depositor’s 
fault that the bank cannot invest his 
balance at 6 per cent, and that there- 
fore he should be allowed credit for 
earnings on the same basis as if 6 per 
cent were the prevailing rate. 

4. The bank’s average rate of re- 
turn on loans and other investments. 

5. The cost of investing the deposi- 
tor’s funds. 

6. The cost of insuring and other- 
wise protecting the depositor’s funds. 

7. The cost of maintaining the de- 
positor’s account, whether or not any 
service is required. 

8. The services which the depositor 


| required: 


a. Deposits handled, 
credited”’ to the depositor. 

b. Cash handled, in and out, espe- 
cially where substantial in amount or 
volume. 

c. Checks 
collected. 


or “items 


on out-of-town banks 


he BILTMORE HOTEL 
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finest hotel welcomes you 
to the meeting place of men 
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d. Checks 
collected. 

e. Coupons collected. 

f. Checks paid, or “‘items debited,” 
to the depositor’s account. 

g. Checks cashed for the depositor’s 
benefit (in certain cases only.) 

h. Other special services including 
returned items, collection service, and 
any other special services such as re- 
mittance by official checks or drafts, 
mail or telegraphic transfers of funds, 
night depository service, and so on — 
all these unless they have been other- 
wise charged for. 

9. A fair profit for the bank, to in- 
clude provision for normal losses that 
will be incurred. 

From the experience and observa- 
tion of the bankers on the committee 
it is reasonably certain that the 
revenue resulting to the bank from 
such a method of analysis and charging 
will be materially increased over that 
now produced by many of the prevail- 
ing methods. Under any other method 


on other local banks 


a considerable number of unprofitable , 


accounts will escape charges alto- 
gether, or at best will pay only a frac- 
tion of what they should pay for the 
services incurred. 


ANY methods that are misnamed 
**measured” or “‘metered’’ serv- 
ice charges do not reconcile with 
charges determined by account anal- 
ysis. Likewise, there has been undue 
stress on minimum balance require- 
ments. These two conditions have 
tended to obscure the fact that, funda- 
mentally, service charges are nothing 
more nor less than a means of enabling 
the depositor to pay for only that por- 
tion of the service which he receives 
beyond what is paid for by the bank’s 
earnings on the balance which he 
carries. This point is so important, 
and so little understood by depositors 
generally, that it cannot be stressed too 
strongly or too often. As so frequently 
occurs in any branch of human ac- 
tivity, in service charges the search for 
simplicity and short cuts has led to con- 
fusion and unsoundness. 
The mature conclusion of our com- 
mittee is that there is one way, and 


| only one way, to determine whether or 


not a depositor’s balance has been 
adequate to compensate the bank 
fairly for the service he received. This 
method is to subject his account to 
analysis by a formula which will ac- 
curately, or at least with a fair approxi- 
mation of accuracy, reflect either 
directly or indirectly, the conditions 
prevailing in the bank and in the de- 
positor’s account. 

Our conclusions point to 100 per 


| cent analysis as the sole defensible and 


fair method for arriving at service 
charges —at least in those banks which 
wish to extend their services to the 
greatest possible number of depositors, 
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HUGE WEDS WAN 


TO EFFICIENT OPERATIONS 


as distinguished from those which for 
one reason or another prefer to limit 
their services to a select group of 
depositors. 





Editor’s Note: In the October issue 
of The Burroughs Clearing House, Mr. 
Rokahr will outline methods or formu- 
lse for arriving at sound analysis and 
equitable service charges. 


° ° ° 


HOLLYWOOD 
BANKS 


(CONTINUED FROM PAGE 12) 


by Architect Stiles O. Clements, the 
basic design of the office features 
pure unbroken lines while the furnish- 
ings and fixtures are fully streamlined. 
A ceiling of acoustal plaster and a 
carpeted floor assure the office of 
quiet and the multiple spot lighting 
reduces eyestrain to a minimum. 
Looking at such offices as these men- 
tioned here it is litthe wonder that 
F. Abbot Goodhue, president of the 
Bank of the Manhattan Company, 
said once that “‘even in New York we 
can see the growing influence of 
Southern California designers on archi- 
tecture and on styles.” 

Actually, however, these unusually 
attractive buildings have been designed 
less with the idea of setting styles than 
to enable the banks to render a superior 
degree of service. The banks contact- 
ing Hollywood people perform an 
unusual variety of personal services 
for customers. Their offices are con- 
sequently personalized, and in some 
instances more nearly resemble clubs 
than business offices. 

It goes back a long way, but out of 
this personalized attribute of banking 
in and about Los Angeles has grown 
up the important escrow departments 
existent in most banking offices. In 
times past, it is said, ““The Escrow” 
often paid all the operating expenses 
of the office. This all came about as a 
service function. ‘“‘Before there were 
any people,” one banker explains it, 
“there were real estate transactions. 
Because Los Angeles is such a wide- 
spread territory and because the trans- 
actions were often dependent on either 
buyer or seller performing certain 
specified acts before the transaction 
could be completed, people got in the 
habit of making their banks an inter- 
mediary in most real estate trans- 
actions. Because this function in- 
volved considerable time and expense, 
escrow departments were eventually 
developed to handle the business on a 
fee basis.” 
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BROCKTON SAVINGS BANK 
BROCKTON, MAsSs. 


ET modern Cristalglo signs light the way to efficient oper- 
ations in your bank. Your customers will /ike these con- 
servative, dignified edge-illuminated signs that make it easier 


to do business with your bank. 


These smart signs, produced by a special patented process, 
may be lettered on one side only, or on both sides. They 
stand on neat bases, or hang from attractive fixtures. 


Illustrated herewith is the main banking room of the Brockton 
Savings Bank, showing some of the uses made of Cristalglo 
directional signs by this progressive institution. 


If you are interested in seeing other typical installations of 
Cristalglo signs, ask us to send you our new illustrated book- 


let without obligation. 


THE BANKETTE COMPANY, INC. 


Serving banks since 1925 


136 FEDERAL STREET, BOSTON, MASS. 








Today this business has become so 
important that probably 99 out of 
every 100 real estate transactions in 
Los Angeles ‘“‘pass through escrow.” 
Explaining the necessity for this, E. L. 
Farmer of the Title Insurance & Trust 
Company of Los Angeles once said: 

“In real estate transactions, some 
necessary interval must elapse between 
the time the buyer and seller first come 
together and the final consummation of 
the deal. The seller does not care to 
deliver his deed before he has received 
his money. The buyer does not care 
to pay his money until he has received 
the title to the property. Therefore 
they select a common stakeholder or 
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escrow man to handle the transaction 
for them. He becomes the representa- 
tive of both sides, and delivery by him 
and acceptance of delivery by him is 
as though the original parties to the 
transaction themselves had acted in 
person. 

“It doesn’t make any difference 
whether you are in a community that 
is dealing in abstracts or certificates of 
title or guarantees or policies of title 
insurance, it will be necessary to 
examine the records. Also the escrow 
holder becomes somewhat of a clearing 
house. There are mortgages to be 
paid off, trust deeds to be satisfied, 
mechanic’s liens and other matters of 
that sort, such as judgments, etc., to 
be cleared up, which the seller has not 
the money to pay. The escrow makes 
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it possible for the purchaser’s money 
to be used for the clearing of these 
encumbrances. The real purpose then 
of an escrow is to bridge over the 
interval between the time when one 
party relinquishes and the other takes 
possession of a piece of property.” 


N many parts of the country, even 

in some parts of California, bankers 
are often dubious of the value of real 
estate escrow work to a bank, but in 
Los Angeles it is both a normal and a 
profitable function. And, to a great 
degree it is directly traceable to 
Hollywood. It was the growth of 
Hollywood moving pictures’ which 
stimulated much of Los Angeles 
County’s real estate development and, 
in turn, the necessity for escrow work. 
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This is hardly the place for it and 
yet a story on Hollywood banking 
doesn’t seem complete without at least 
a mention of the small FHA-insured 
mortgaged homes which no one can 
miss within the physical limits of 


Hollywood. Not all those “in pic- 
tures” are stars needing business 
managers. Many are just like most 


people whose greatest need is for a 
small home. To supply this need the 
small $2,500 almost-no-down-payment 
house has been developed with bank- 
ing backing in the Los Angeles area. 
You can’t talk to Los Angeles bankers 
for very long without hearing about 
these small houses. Allan Herrick, 
advertising manager at Security-First 
National Bank, is likely to bring the 
subject up before he stops shaking 
hands. At the Bank of America, 
Winfield Barkley, who handles the 
bank’s publicity, was just as enthusi- 
astic and suggested a tour with one 
of the bank’s inspectors. This re- 
porter had to pass it up at the time, 
but he intends to make the tour one 
of these days, and this month with 
the town. likely to be filled with 
bankers on their way to and from 
Seattle a lot of others are likely to 
have the same idea. 


a Sf Sd 


WASHINGTON 
VIEWPOINT 


(CONTINUED FROM PAGE 15) 


bank’s contention that it is exempt 
from the Wagner Act because it is an 
instrumentality of the Federal Govern- 
ment since it has a national charter. 

The board held that the United 
States did not create the bank, but 
simply provided a permissive means by 
which it could organize and that the 
functions the bank performs for the 
Federal Government are such as it 
might perform for any of its customers. 

After pointing out that Bank of 
America is one of the five largest banks 
in the United States with 493 branches 
in 307 California communities and a 
branch in London, England, and does 
a complete commercial banking busi- 
ness, the board said, in part: 

“In the course of conducting its 
business a commercial bank regularly 
engages in numerous activities, each 
affecting vitally the commercial life 
of the nation. It thus affords facilities 
to the commercial system of the 
United States without which com- 
merce would completely fail. 

““A commercial bank, such as the 
respondent, transmits money for its 
customers from one part of the country 
to another by means of drawing drafts 
upon its correspondent banks in those 
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other parts of the country. It finances 
the current business operations of its 
customers, whether they are engaged 
in agriculture, industry, or commerce, 
including the production and market- 
ing of their produce. It issues letters 
of credit and bank drafts, secured by 
bills of lading or warehouse receipts, 
which are standard instruments of 
domestic and foreign commerce. It 
finances the journeyings of travelers 
by issuing travelers’ checks and letters 
of credit. It trades in foreign exchange. 
It supplies the capital requirements of 
every type of industrial and com- 
mercial enterprise both through sup- 
porting the underwriting and distri- 
bution of securities by investment 
bankers and by maintaining a market 
for commercial paper. It discounts 
trade acceptances, thus facilitating 
the sale and shipment of goods in the 
channels of trade. It provides for its 
customers a checking system, a means 
of payment for goods and services 
which obviates the necessity, danger, 
and delay of shipping actual money 
from one part of the country to 
another, and, through its correspondent 
banks and the Federal Reserve Sys- 
tem, participates in a nation-wide and 
world-wide collection and check clear- 
ance system which similarly permits 
and facilitates commercial transac- 
tions. It furnishes credit information 
to other banks upon the basis of which 
they engage in one or more of the 
afore-mentioned banking activities 
which affect the nation’s commercial 
life. 

“We find that the operations of the 
respondent have a close, intimate and 
substantial relation to trade, traffic, 
commerce and transportation among 
the several states and with foreign 
countries.”” 

This case directly concerns only one 
man, Edward C. Washer, an employee 
of the trust department of the Los 
Angeles branch from 1935-1937. The 
board found that he was discharged 
because of his attempt to persuade 
other employees of the bank to join 
the United Office and Professional 
Workers of America, a labor organiza- 
tion affiliated with the Committee for 
Industrial Organization. In a detailed 
discussion of his activities, the NLRB 
held that Washer was transferred to a 
small town branch, denied a promised 
promotion, and finally discharged be- 
cause of his union activities. The 
board ordered Bank of America to 
reinstate Washer. 
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Wage-Hour Amendments 
Postponed 
The perplexing problem of the 


application of the wage-hour law to 
employees of banks and other financial 


institutions, has not been solved and is 
not likely to be before next January, 
although on October 24, 1939, the 
law provides that the minimum wage 
for all employees shall be 30 cents per 
hour and the maximum work week 
shall be reduced to forty-two hours. 
There is as yet no definite ruling as 
to whether banks are engaged in inter- 
state commerce and hence subject to 
the law, although the Chief Counsel of 
the Wages and Hours Division of the 
Department of Labor advised banks 
to consider themselves under the law. 

Amendments to the wage and hour 
law became entangled in one of the 
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worst legislative jams which the House 
has seen for some time. Early in the 
session Administrator Elmer F. An- 
drews recommended a number of 
changes in the law, including an 
exemption from the hours provision 
of all employees receiving monthly 
guaranteed salaries of $200 or more. 
Such a bill was recommended by the 
House Committee on Labor, but the 
committee feared to call the measure 
up for a vote because of strong pres- 
sure to amend the law in many respects 
not desired by the administration or 
the labor committee. After much 
legislative jockeying, the House rules 











GENERAL STATEMENT 
to All Users of Forms and Record Books 








LIABILITY 


Paper not adequate for the purpose can 
endanger your entire record keeping and 
accounting system. Cheap substitutes 
for good quality paper cause torn and 
dog-eared forms, blurred typing or writ-— 
ing, poor erasures, waste, errors and 
delays. 
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Forms, records, blank books and control 
sheets on WAVERLY LEDGER are assets to 
any office. Record keeping is easier, 
faster, better, actually cheaper in the 
end. 
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85% rag content for strength and dura- 
bility -— a perfect surface for typing 

or writing, erasing, printing and ruling 
- a glare-free finish that is easy and 
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Byron Weston Company, makers of BYRON 
WESTON CO. LINEN RECORD, the paper used 
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records. 
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Write Byron Weston Co., Dept. D, Dalton, 
Mass., for sample book of Waverly Ledger 
showing all weights in White, Blue, Buff 
and the eye-ease shade, Horizon Green. 
Also for ''Weston's Papers,'' an inter-— 
esting publication packed with ideas and 
information about paper. 
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committee, during the closing days of 
the session, approved a rule for special 
consideration of amendments to the 
wage and hour law but providing that 
the committee bill could be displaced 
by two other measures which the 
committee had not recommended, 
both of which would have provided 
greater exemptions for salaried and 
office workers. In spite of strong pres- 
sure, Hlouse leaders refused to call up 
this rule, so the entire matter goes 
over to the next session of Congress 
when it probably will be one of the 
first measures considered. Similar 
liberalizing amendments are pending 
in the Senate but the Senate Commit- 
tee on Education and Labor has not 
yel passed upon any of these which 
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would affect bank 


workers. 


or other office 


7 ° ° 


Lauchlin Currie Appointed 
Administrative Assistant 

the Federal 
advanced eco- 


Further espousal by 
administration of the 
nomic and monetary ideas associated 
with Chairman Marriner Eccles of 
the Federal Reserve System is seen 
in the appointment of Dr. Lauchlin 
Currie as one of the administrative 
assistants to the President provided in 
the recent reorganization law. The 
thirty-seven-year-old economist has 
been closely associated with Governor 
Eccles for several years and is credited 
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with having had much to do with 
formulating policies aimed at lower 
interest rates, heavy Federal spending, 


government investment to increase 
the national income, and _ further 
Federal control over banking and 


credit conditions. As one of President 
Roosevelt’s close advisors, he is ex- 
pected to make his theories carry 
even greater weight in his new position. 
Dr. Currie was born in Nova Scotia 
in 1902 and received a degree of 
Bachelor of Science in economics at 
the London School of Economics in 
1925. He received a Ph. D. degree 
from Harvard University in 1931, and 
between 1927 and 1934 served as 
instructor and tutor at Harvard and 
as professor of international economics 
at the Fletcher Graduate School of 
Law and Diplomacy at West Medford, 
Massachusetts. In 1934 Dr. Currie 
came to the Treasury Department as 
Senior Annalist, serving under Dr. 
Jacob Viner in making a survey of 
credit conditions. At that time he 
became closely associated with Gover- 
nor Eccles who was an assistant to the 
Secretary of the Treasury, and is 
credited with having had much to do 
in drafting the Banking Act of 1935. 
Since 1934 he has been assistant 
director of research and statistics of 
the Federal Reserve Board. Dr. 
Currie is author of a book on “The 
Supply and Control of Money in the 
United States” published in 1934. 
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BANK FILES 


(CONTINUED FROM PAGE 24) 


premises, under our supervision with 
our punching machine. 

The file is flexible since it is not 
confined to cards of standard size. 
Papers or notations of special instruc- 
tions may be filed with the regular 
cards by merely folding to the proper 
size and punching to fit the rail. The 
use of a double-faced index card allows 
the operator quickly to determine in 
which direction to turn the wheel. 

The capacity on any one wheel may 
be altered by the weight of the stock 
used. While we use a card stock of 
seventy-pound quality, it is obvious 
that greater capacity can be had with 
cards of a lesser weight. 

The opening on top of the counter 
or desk has a fitted panel which is 
slipped into position and locked when 
the file is not in use. Installation can 
be made in metal or fireproof compart- 
ments, either as a built-in feature or as 
individual units. 

Both tellers and check payers are 
enthusiastic over this new file, and 
because of the ease and convenience ol 
its operation, they are more inclined 
to resort to reference than to specu- 
late against their memory. 
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CANADIAN 
BANKING 


(CONTINUED FROM PAGE 22) 


| 


| 


sources, some twenty refugee and other | 
Kuropean industrialists investigating | 


the opening of new Canadian industries 
or already starting to open new indus- 
tries. 


A shoe factory, heavy woolen | 


textile plant, fine glove industry and | 


rayon mills have already been estab- 
lished in Ontario, Quebec and British 
Columbia. Other industries being 
looked into are tie silks, sugar refining, 
novelty jewelry and similar specialized 
industries. 

Bank of Canada monthly reports 
show that at the beginning of July 
about $323,000,000 in gold had been 
received by the bank to be held or 
earmarked for its owners, largely in 
Great Britain and France. This gold 
has been coming to Canada for the 
past year, with about half the total 
since the middle of April. The amount 
is in excess of the Bank of Canada’s 
own gold reserve, which in turn is the 
Canadian Government’s gold reserve, 
and totals about $206,000,000. 

Because the Canadian Bank Act 
does not allow the formation of 
agencies of foreign banks in Canada, 
holding companies have been formed 
in the Dominion by a number of 
European banks to look after their 
Canadian investments and capital 
deposits. A bank charter in Canada, 
if permitted by special act of Parlia- 
ment, requires an initial capitalization 
of $500,000. Because of the Canadian 
branch banking system, it is also con- 
tended, European banks can deal 
cheaper with a correspondent bank in 
Canada for their investments and 
general business, than to establish a 
Canadian branch of their bank. 

An official statement of the Canadian 
Government shows that for the first 
five months of this year, latest figures 
available, a heavy flow of capital to 
Canada featured the international 
trade in securities with sales exceeding 
purchases by a wide margin. Total 
international securities trade for the 
first five months amounted to nearly 
$280,000,000, about $22,000,000 more 
than for the same period of 1938. 
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Canadian System of Bank 
Inspections 


To keep check on the business of 
about 3,000 branches, Canada’s ten 
chartered banks maintain staffs of 
traveling inspectors whose year round 
work it is to pay surprise visits to all 
the branches. The number of branches 
varies from two maintained by Bar- 
clay’s Bank (Canada) to 700 operated 
by the Royal Bank of Canada. 
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Altogether Canadian banks are sub- 
ject to three annual inspections. The 
first is by the Canadian Government, 
the second by each individual bank’s 
shareholders, and the third by each 
individual bank. 

The Canadian Government, through 
the Inspector-General of Banks, De- 
partment of Finance at Ottawa, makes 
an inspection of main and head offices, 
and checks the banks’ books at the 
end of each bank’s fiscal year. The 
shareholders of each bank are required 
by law to appoint auditors to make 
an inspection of the main offices of 
each bank. These auditors, like the 
government’s inspectors, are not bank 
employees. 

Thirdly, each bank has its own 
inspection staff, which varies accord- 
ing to the size of the bank, as for 
instance a staff of 12 by the Bank of 
Toronto with 170 branches, and a 
staff of 43 by the Canadian Bank of 
Commerce with 535 branches. 
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With the exception of the Canadian 
Government’s inspection at the end of 
a bank’s fiscal year, all inspections 
and audits are of a surprise nature. 
No advance notice is given heralding 
the arrival of inspectors and auditors. 
A bank may have a number of branches 
in acity. The inspectors seldom visit 
all the branches in that city at the 
same time. At most they visit one or 
two such branches; a later visit will 
clean up some more branches, and so 
on until all the branches have been 
covered. Surprise is the main feature 
of the bank inspection system. 

As a rule inspections are made after 
banking hours so as not to interfere 
with the current business. The bank’s 
inspectors or the auditors take charge 
of the branch, obtain all keys, and 
do not return these until their check 
has been completed. They check all 
cash on hand, all securities, all ledgers, 
all loans, notes, and other commercial 
paper. These must balance with the 
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is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates : CADILLAC, 
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foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom: 
modation, GMAC issues one stan’ 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
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records of the bank for that day. 

During business hours the inspectors 
are at the bank to check the routine 
service and to meet important cus- 
tomers. Frequently the inspectors, 
accompanied by the branch managers, 
visit the more important customers 
for the purpose of creating good will 
and to see how the business is managed. 

As a check against the proper bal- 
ance of individual accounts, some 
banks pick accounts at random from 
the ledgers and ask customers by mail 
to verify their balance for that day. 

To the smaller branches, such as 
those in rural areas, usually only one 
inspector is sent. The larger branches 
find two or sometimes more inspectors 
checking up at a time. The same 
inspectors and auditors do not always 
cover the same branches each year. 
Inspectors travel throughout Canada, 
on a schedule arranged at short notice 
by the head office. 

Bank inspectors are usually senior 
men in the banks’ service, most of 
whom have been branch managers of 
important branches, or at least have 
held senior auditing positions in larger 
branches. Practically all have been 
trained within the bank for which 
they act as inspectors, and all have 
had wide banking experience. 

Under the present system the 
Canadian banks have found few defal- 
cations among the 3,000 branches in 
recent years. 


COURT 
DECISIONS 


(CONTINUED FROM PAGE 24) 


under circumstances frequently arising 
in banking practice. 

In Kentucky, for example, the en- 
dorsee of a note took the instrument 
after maturity from a party who was 
not a holder in due course. The 
endorsee was therefore not a holder 
in due course. Later, the endorsee, a 
woman, obtained a new note executed 
by the original maker and drawn to 
her order as payee. The taking of a 
new note payable to herself had two 
effects: it released the endorser on the 
original note of all liability and it also 
barred the maker of the original note 
from setting up against the holder of 
the new note the defense of fraud in 
the obtaining of the original note. The 
Kentucky court put it this way: 

“A novation is accomplished by the 
substitution of a new party to a con- 
tract whereby the rights and liabilities 
of the old party are extinguished. The 
holder by such a novation releases the 
endorser from all liability. 

“Where commercial paper is subject 
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to the defense of fraud or other de- 
fenses but has come into the hands of a 
bona fide purchaser for value, new 
paper executed to him in renewal of 
the same is valid.’’ (Stevie vs. Stevie, 
128 Southwestern Reporter, Second 
Series, 946.) 

In Pennsylvania a bank accepted a 
new note in payment of an old note. 
A few days after the taking of the 
new note an accommodation endorser 
of the old note delivered to the bank 
a letter in which he agreed that the 
old note should be held as additional 
collateral to the new note and that 
his accommodation endorsement should 
“remain in effect as a contingent 
liability”’ until the new note should be 
paid. The bank eventually sued the 
endorser. 

“The fatal weakness in the bank’s 
case,” said the Supreme Court of 
Pennsylvania, “‘is the fact that there 
was no consideration for the promise 
made in the letter. There is nothing 
to show that the letter was written to 
embody any understanding between 
the bank and the accommodation 
endorser on the old note at or before 
the new note of the maker was accepted 
by the bank. It is immaterial whether 


the letter purported to give the writer 


thereof the status of a pledgor or the 
status of a surety. The obtaining of 
this letter was an afterthought on the 
part of the bank officials. A contract 
of guaranty is not enforceable unless 
based on a legal consideration and such 
consideration is not found in a mere 
naked promise to pay the existing 
debt of another.” 

The court indicated that had the 
bank obtained the letter before or at 
the time of acceptance the original 
maker’s new note, the writer of the 
letter might have been held liable. 
(Harr vs. Perkins, 6 Atlantic Reporter, 
Second Series, 534.) 
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Instrument Legally Dead? 


That a note may or may not have 
legal life after it is paid depends upon 
the circumstances. As the California 
court explained in a recent case: 

“When a note is paid after maturity 
by one who is a co-maker or a surety 
or otherwise primarily liable for the 
obligation, the indebtedness is extin- 
guished and a suit based on that 
instrument may not thereafter be 
maintained. <A different rule, how- 
ever, prevails when the note is fully 
paid by a stranger thereto who is not 
obligated by the terms of the instru- 
ment. 

“When a note is paid after maturity 
by a stranger thereto, in the absence 
of evidence to the contrary, it is pre- 
Sumed the transaction constitutes a 
purchase of the instrument and not an 
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extinguishment of the obligation. The 
question as to whether the payment 
of the note by a stranger thereto is a 
purchase or an extinguishment of the 
obligation depends upon the intention 
of the party, to be determined from 
the facts and circumstances of the 
particular case. If a bill or a note is 
paid after its maturity by a stranger 
to the paper, it will in general be held 
to be a purchase and not a payment 
of the instrument.” 

Thus if the note be paid after 
maturity by a stranger, it still has 
legal life and may be used as the basis 
of legal action against the parties 
liable on it. (Proctor vs. Pyle, 91 


Pacific Reporter, Second Series, 187.) 
 ¢ 


What Is ‘‘Any”’ Debt? 


The president of a corporation, 
under the corporate name, executed 
by himself as president, wrote the 
following letter to a bank: 

“This letter is to authorize you to 
dispose of all the equipment and 
property embraced within the mort- 
gage which we gave you in any way 
you deem best for the purpose of 
satisfying our indebtedness to you 
or any debt which I personally may 
owe you.” 

Thereafter the bank sold certain 
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Burroughs , 


new machines and new features for 


SIMPLIFYING BANK OPERATIONS 


Improved Burroughs bank accounting machines, some of 


0 © Ft r @& he 


na ff Oe et 


which are shown here, offer many opportunities for further 
simplification of routine and economies of operation. New 
methods of correlating department operations, combined 
with modern equipment, enables banks to reduce peaks, 


utilize slack periods, conserve working hours. 
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The machines shown here are representative of the most com- 
plete line of bank accounting machines in the world, which 
includes modern machines and methods for every bank 


accounting requirement, and price ranges for any budget. 
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BURROUGHS HIGH-SPEED 
POSTING MACHINES 


For Commercial Accounts—Handle either single record 
posting or dual record posting. Prepare complete analysis 
record as a part of the statement. 


For Savings Accounts—Post ledger alone; or both ledger 
and passbook at the window—proving both records before 
book is returned to depositor. 


Faster, easier operation with full-width form alignment, 
automatic register selection, automatic carriage tabulation, 
automatic totals, short-cut keyboard, etc. 


BURROUGHS TYPEWRITER 
ACCOUNTING MACHINES 


Post one, all or any combination of the following records: 
loan and discount, mortgage loan (F.H.A. or regular), 
property management, securities, savings, transit letters, 
general ledger and a daily statement. Keep accounts up-to- 
date for quick reference by bank officers and examiners. 


BURROUGHS DESK 
ADDING-SUBTRACTING MACHINES 


Equipped with the famous Burroughs Short-Cut keyboard, 
these machines provide the fastest known method of adding 
machine operation. Ciphers are printed automatically. 
Several keys and the motor bar can be depressed together— 
often entire amounts are listed with a single motion of 
the hand. Special features for many requirements. 


BURROUGHS INSTALLMENT 
ACCOUNTING MACHINES 


Provide new economies in the receipting-posting of install- 
ment loans and Christmas Savings records. Receipt cus- 
tomer’s book and post ledger in one fast, simple operation— 
while customer is still at the window. Provide a locked-in 
detail audit journal as a by-product. 


BURROUGHS ELECTRIC CARRIAGE 
FORM-WRITING MACHINES 


Simplify the writing of multiple, related records. Examples: 
checks and check register, notices and note register, collec- 
tion letters, returned item advices, etc. 


BURROUGHS PROOF-TRANSIT 
MACHINES 


Handle every bank adding job—writing transit letters, prov- 
ing, distributing income clearings, etc. Prepare two original 
records—two tapes or a tape and a wide sheet—at the same 
operation. Permit an exchange of work between departments 
to help level peak loads. 


BURROUGHS ELECTRIC 
CALCULATORS 


A complete line of calculating machines to meet exact 
figuring requirements. Duplex direct-to-the-answer models 
accumulate group totals and provide a grand total without 
recapping. One-key subtraction from accumulating register. 


The local Burroughs office will, without obligation, be glad to assist in accom- 
plishing your objectives by providing competent analyses and estimates. 


BURROUGHS ADDING MACHINE COMPANY - 





DETROIT, MICHIGAN 






Burroughs Desk 
Adding-Subtracting 
Machines 
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THESE ARE A FEW OF THE NEW 
BANK MACHINES THAT BURROUGHS 


WILL EXHIBIT AT THE AMERICAN 






, BANKERS ASSOCIATION CONVENTION 
Burroughs 
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equipment and applied the proceeds 
partly on the obligations of the cor- 
poration and partly on the personal 
obligations of the President. 

Later the bank brought an action 
against the corporation president per- 
sonally and certain other parties to 
recover on notes and enforce liens 
securing those notes. The president 
defended on the ground that his letter 
to the bank disposed of all obligations 
of the corporation and himself to 
the bank. 

To this contention the Kentucky 
court said: 

“The discussion centers around the 
use of the words ‘any’ and ‘for the 
purpose of satisfying’ as used in the 
letter. Counsel would by interpola- 
tion have the clause read: ‘In full 
satisfaction of the indebtedness of the 
corporation and all debts which the 
president personally may owe the 
bank.’ 

“We cannot agree that the word 
‘any’ was intended to mean all per- 
sonal obligations of the president. 
Any is not defined as including all. 

“It may be admitted that the words 
‘in. satisfaction’ or ‘satisfy’ usually 
mean in full payment of an obligation. 
Ilowever, we are not to seize upon a 
particular word or phrase and construe 
a contract on that word or phrase. 
We doubt not it was the purpose of 
the bank not only to use the proceeds 
‘of the sale as far as they would go in 
paying the obligations but it was like- 


(CONTINUED FROM PAGE 20) 


collateral behind each individual loan. 
It is the lending bank’s duty to make 
sure of this segregation both for its 
own protection and that of the bor- 
rower. Incidentally such inspections 
are helpful to the warehouseman, too. 

Similar arrangements to this have 
been worked out from time to time on 
other locally produced commodities. 
As this is written, we are carrying a 
grain loan against a field warehouse 
receipt 

This type of lending is not, of 
course, like that to automobile buyers 
where a bank can get a more or less 
fixed amount and can keep it on 
the books year-in-and-year-out. Com- 
modity lending varies with the sea- 
sons, with the customer’s needs and 
with the position of the market. I 
suppose that this area originates a 
peak of perhaps $250,000 in com- 
modity paper in some years and con- 
siderably less in others. We don’t get 
all of this business. We have com- 
petitors who seek it too, but what we 
do get helps to fill our note case with 
6 per cent paper. 











wise its purpose to collect all that it 
could on its entire indebtedness.” 

The debtor’s theory appeared to 
be that his letter meant that all the 
obligations of himself and the cor- 
poration were to be liquidated by the 
sale of the equipment and that the 
bank by selling the equipment under 
the authority of this letter, was bound 
to accept the proceeds in payment of 
all the obligations. Banks confronted 
with propositions whose terms are not 
perfectly clear would do well to have 
the meaning of the parties made un- 
questionably clear in a letter or other- 
wise before proceeding. (Elliott vs. 
Pikeville National Bank, 128 South- 
western Reporter, Second Series, 756.) 


¢ ° « 


Last Valid Renewal 


A bank which has accepted renewal 
notes on an obligation from time to 
time would do well to hold all the 
notes until payment in full is finally 
made. Discussing a suit on a note 
recently, the Court of Civil Appeals 
of Texas said: 

‘**The suit must be based on the last 
valid renewal note and not on the 
original contract nor any prior re- 
newal thereof.” 

Perhaps the last renewal note in the 
hands of the bank might for some 
technical reason be found legally 
invalid and thus could not be sued on 
successfully. In such a case a prior 








o 
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COMMODITY LOANS FOR COUNTRY BANKS 
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renewal note might be construed as the 
last valid renewal and become avail- 
able for suit purposes. 

Which gives point to the thought 
that “hold everything’ may be a 
pretty good rule for banks until 
debtors have paid in full. (Hunt vs. 
Wroe, 129 Southwestern Reporter, 
Second Series, 768.) 


¢ o ¢ 


Attorney Fees Avoided 


A note contained a stipulation for 
attorney’s fees if the note were placed 
in the hands of an attorney for collec- 
tion. 

‘“‘When the note was given to the 
holder’s attorneys for collection their 
fees became as much a part of the 
amount to be paid as the principal or 
interest,’ said the Texas court. 

But the court also pointed out that 
the parties liable may avoid payment 
of the attorney’s fees by tender of 
the money even after maturity, saying: 

“The tender of payment of notes on 
or at any time after maturity and 
before they are placed in the hands of 
an attorney for collection releases the 
maker of liability for attorney’s fees. 
As a general rule, a tender must 
include everything to which the maker 
is entitled, and a tender of any less 
sum is ineffectual.” (Kansas City 
Life Insurance Company vs. Duval, 
129 Southwestern Reporter, Second 
Series, 770.) 





The execution of a proper field 
warehousing arrangement is not, of 
course, the only thing necessary to 
make sound commodity loans. All 
that the field warehouseman can do is 
create commodity paper. It is then 
up to the bank to decide what the 
collateral value of the paper is. Thus 
in the case of the liquor wholesaler 
mentioned earlier, his inventory con- 
sists only of established, well adver- 
tised brands and as a consequence 
would be readily salable should we for 
any reason have to foreclose. But, if 
instead of this well known merchan- 
dise, his receipts were issued against 
unknown and untested brands, sale, 
in the case of foreclosure might be 
difficult. Considering that, we could 
not lend him as much in the latter case 
as we do now. Indeed, we might not 
be able to lend him at all, regardless 
of how well we might be satisfied with 
his warehouse arrangements. The 
same general principles would apply 
regardless of what type of merchandise 
was being wholesaled. 

In the case of more or less basic 
commodities, such as dried fruits or 





grain, we know perhaps instinctively 
about what can be lent at any given 
time. Every banker probably feels 
that way about the things his district 
produces and if he does I should 
suppose that they would be satisfac- 
tory loan collateral, if they were first 
made bankable by field warehousing 
them. I am not an expert on com- 
modities. I know the value of the 
things we produce here in Sonoma 
County, but I might be badly los! 
in your county. 

All this is not to imply that by 
making commodity loans under field 
warehousing country banks generally 
can solve the problems of an empty 
note case. Our commodity paper 
would not support this bank for very 
long and we could, on the other hand. 
live without it. But we can live 
better by having it and I think our 
community also lives better by not 
having to go somewhere else to secure 
its credits. If the collateral is in the 
country, I think that the loan belongs 
there too, and a field warehouse 
receipt often provides the means ol 
keeping it where it belongs. 


PRODUCED IN THE BURROUGHS 
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i | (..and your check 
2f 1s an important 
«| part of your public 
relations program’ 
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eels discussed at Conventions, authorities which will reflect the prestige and 
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‘ety as “Ambassadors of Good Will’ — — 
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first because they are constantly passing . : lent 
a through the hands of your customers 9‘ SPPeatance, present an excellen 
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From coast to coast, La Monte Safety Papers are the choice of outstanding 
business institutions, including more than 75% of the nation's largest banks. 


GEORGE LA MONTE & SON 
Nutley ....New Jersey 
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In a large or a small office, 
the first job is to study the 
work being done at each desk 


‘HOW TO LOCATE HANDICAPS 
THAT SLOW UP WOR 
IN THE O 





Only by surveying the work being done at 
each desk can you determine whether or 
not your employees are handicapped by a 
routine that causes expensive bottlenecks, 
annoying peak periods, unnecessary dupli- 
cations, or steele needless, costly operations. 
To help you make such a survey in your 
office, Burroughs offers you a copy of 
‘‘Ways to Save Time in an Office,’’ con- 


taining definite and practical suggestions. 


GET YOUR FREE COPY WAYS 


The demand for this new booklet from SAVE TIME 


executives in every line of business has 
already necessitated a fourth printing. 
You can get your copy by calling your 
local Burroughs office. Or, if you prefer, 


write on your own letterhead to— 


BURROUGHS ADDING MACHINE COMPANY 
6239 SECOND BOULEVARD, DETROIT, MICHIGAN 








